



TABLE OF CONTENTS 





CHAPTER 1 


Page No 


VISION 5 

MISSION 5 

MUNICIPAL MAYOR’S FOREWORD 6 

MUNICIPAL MANAGER’S SUMMARY 8 

MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 10 
DEMOGRAPHICS -* -H 

SERVICE DELIVERY OVERVIEW 15 

FINANCE OVERVIEW 17 

ORGANIZATIONAL DEVELOPMENT OVERVIEW 18 

AUDITOR-GENERAL’S REPORT 24 

STATUTORY ANNUAL REPORT PROCESS 24 



CHAPTER 2 


GOVERNANCE 

Political Govemanc* ■ - ■ ;«-« ■ 

Audit Committee 

V 

Municipal Public Accounts Committee 
Political Structure 

Council, Executive Committees and Council Committees 
Political Decision Making 
Implementation of Council resolutions 


27-s. , 

27 

30 

32 

33 

43 

44 

i 





ADMIMISTRATION 

Administrative governance ^122 

Top Administration Structure i23 

Intergovernmental Relations 125 

Public Accountability 125 

Integrated Development Planning Participation and Alignment 126 

Ward Administration 128 

Corporate Governance 130 


CHAPTER 3 


SERVICE DELIVERY PERFORMANCE 
Performance Report 

Basic Services 143 

Planning and Development Services 159 

Community Services 174 

Corporate Services 178 

Financial Services 183 


' CHAPTER 4 ' 

ORGANIZATIONAL DEVELOPMENT PERFORMANCE 


Staff Establishment 190 

Employee, Totals Turnover and Vacancies 190 

Managing Municipal Workforce 192 

Injuries, Sickness and Suspensions 194 

Capacitating the Workforce 197 



Managing Workforce Expenditure 


CHAPTER 5 


FINANCIALS 
Financial Summary 
Grants 

Repairs and Maintenance Expenditure 

Liquidity Ratio 

Cost Coverage 

Total Outstanding Debtors 

Creditor System Efficiency 

Debts Coverage 

Capital charges to Operating Expenditure 


Employee Cost 
Repair and Maintenance 


CHAPTER 6 


Au’d i tor^Oe ■ A;u d jt f\ n 6 \ n gs ■ 



VISION 


A healthy and prosperous local community with equal access to basic services and 
sustainable development opportunities 

MISSION 

We commit ourselves to develop communities in a sustainable and democratic manner, 
{ ) within the scope of affordability, with reference to: 

9 Participation in all decisions affecting their lives 
9 Basic service delivery by the municipality 

9 Socio-economic development opportunities within a safe and healthy environment 


MUNICIPAL MAYOR’S FOREWORD 


It is with great pleasure that the Council 
hereby present to the communities of 
Joe Morolong and our entire 
stakeholder the Annual Report 2013/14. 

In the year 2013/14 as the Municipality 
we have been working tirelessly to 
ensure that the lives of our people 
improve and that service delivery needs 
are addressed. 

We must admit that Our Municipality 
has improved ■ drastically at this front; 
there have been a number of 
progressive improvements especially in 
our Infrastructural projects. To mention 
few, over R42 Million was spend in 100 
completed projects, in order to 
decrease the existing water backlog. 
Over RIO Million was also spent on 
refurbishment of existing water 
infrastructure. The Access Road from 
N14 to Camden was tarred with a total 
cost of over R12 Million. This was done 
through SLP funding. 



With this and more, it is with great- 
jubilation to pronounce that Joe 
Morolong Local Municipality received a 
QUALIFIED audit opinion after 7 years 
of receiving a DISCLAIMER audit 
opinion which is a clear indication that 
there has been a number of 
improvement and progress in 
leadership, management and 
compliance. Jestingly one would say 
there has been a real resuscitation in 
the way things were being done from 
previous financial years. 

A lot still needs to be done in 


Our Municipality has also established a addressing all our challenges. - We 
Call Centre which operates around the strongly believe that there is a need 
clock for the Communities of Joe integrated solution from 


K/id Fo l'6’'h§‘, "To r ‘q 'li eT i e s' a nl ■ ’ o o m ^ a m t s to G o v e r n m e n t , S t a k eti o 1 d er s O’ n c 
be attended as a matter of urgency. An C)Ommunities to address service 
Audit Action Plan with all corrective delivery backlog. 


measures has also been developed to 
address all Audit Findings of the 
previous Financial Year. We are proud 
to announce that the Financial 
Statement was done internally, v^/hereby 
in the previous years, this was been 
done by Consultants. 


1 would like to acknowledge the 
Speaker, Executive Committee 
Members and all Councillors who 
inherited leadership responsibility and 
took it in their strides. I believe in 
unison let us continue to serve our 
people and move this Municipality to 
even greater heights. 



Let me extend my gratitude to all stakeholders, sector departments that worked 
side by side with the Municipality in our effort to deliver services to the people. 


Lastly, On behalf of Council let me also appreciate the Accounting Officer and 
His Administration Team who have dedicated themselves to the realisation of 
the vision of Joe Morolong Local Municipality 

Thank You 

Re a leboga 

Baie Dankie 




Municipal Manager’s overview 

We have great pleasure in introducing the 2013/14 Annual Report of the 
Joe Moroiong Local Municipality which is both a legislative and 
accountability requirement. In terms of Section 46 of the Local: Municipal 
Systems Act No. 32 of 200 as amended and Sections 121 and 127(2) of 
the Local Government: Municipal Finance Management Act No 56 of 2003, 
the Municipality must prepare an Annual Report for each financial year 
and the Mayor must table It within seven months after the end of each 
Financial Year. 

The year under review had its share of successes and challenges from an 
administrative perspective. However, the Council has continued to strive 
towards the realisation of its vision to be “a wealthy and prosperous local 
co„mm unity with equal access to basic services and, sustainable 
development opportunities” which: 


sustainable 


^ Promotes a culture of good governance; 

Provides effective and efficient municipal services; 

Invests in the development and retention of human capital to service 
the local community and its community; 

Y Promotes social and equitable economic development; 

Y Ensures municipal sustainability and financial viability; 

Y Creates a safe and healthy environment; and 

Y Places Batho-Pele principles at the centre of service delivery 

It is clear that Joe Moroiong Local Municipality has achieved major 
success during the past years - in many instances under very difficult 
circumstances. There was no magic in achieving Jhis but it was through 
becoming committed, dedicated and think positive for positive results. 
There were many lessons to be learnt along the road. The municipality is, 
,ha;W,ey ej-. n Qyv. , rn,u,Crhr h e|te|; _ ,e q ui p,p,^d.'. a n.^„. g e a r.e d , tpwa S, J..ery;ic e.^,d e I j y pxy 
than' before.'- Given the- current Institutional memory, human resources and 
financial capacity of the Municipality, the IDP seeks to harness synergies 
and opportunities in the advances made towards the realization of the all- 
important goal of a better life for all. 

In its history, the Municipality has experienced a number of challenges 
with respect to audit opinions received, clearly illustrating the necessity to 
implement a vigorous turnaround strategy. The Auditor General -has 
expressed a qualified opinion for Joe Moroiong Local Municipality for 
financial year 2013/14. The audit opinion from the previous seven 
financial year was a disclaimer opinion. 

The well-functioning of the Municipality is based on efficiency and 




effectiveness of resources which include the personnel and the equipment 
being used. The commitment was demonstrated by both Officials and the 
Honourable Councillors. In our Municipality we strongly observe the 
MFMA which regulates the way in which Municipal funds should be 
managed. 


As a rural based Municipality with huge population we are always hoping 
to get assistance if possible from the National Treasury through the help 
of Auditor-General to fund our activities. As a rural Municipality we are 
not generating much revenue, this has negative impact on service delivery 
because the needs of the people are more than the revenue we get and 
the majority claim to be indigent relief. 

( ) 

Other challenges involves lack of housing, high rate of unemployment, 
poverty and crime, in ensuring that we fulfil our constitutional mandate as 
per chapter 7 of the Constitution of the Republic of South Africa, 1996 and 
Chapter 4 of Local Government: Municipal Systems Act (Act 32 of 2000) 
we call community meetings. These are not just mere meetings but 
allowing public to chart the way forward for our primary planning tool. 
They also play an imperative role in enhancing the IDP and also give 
Council through the use of Officials an opportunity to be problem solvers. 

Joe Morolong Local Municipality will continue strive to satisfy the needs of 
the communities, capacitate employees and Councillors, and utilize our 
limited resources for the benefit of all. In an endeavour to enhance our 
service delivery in various departments we make sure to employ skilful 
people to perform services for which they are employed. 

Working with political leadership, administration, and other organizations 
C^3 and stakeholders, I am confident that we will be able to accelerate service 
' - ‘ del Iv.eryv -and ' ens!.! re tfc|^at~ wa“ 'create ^ a tod ay that is better tha n yesterday, 
and a tomorrow that is better than today. 

On behalf of the Management of Joe Morolong Local Municipality we wish 
to express our appreciation for the political leadership and guidance given 
by the Speaker of Council, the Mayor and Executive Committee and the 
Councillors at large during this period. The dedication and support from 
management and the staff in general have made it possible to achieve the 
milestones covered thus far. 



MUNICIPAL FUNCTIONS, POPULATION AND ENVIRONMENTAL OVERVIEW 


Key performance Areas (KPAs) 

• Municipal transformation and institutional transformation 

• Local Economic Development (LED) 

• Basic Service Delivery 

• Financial viability and financial management 

• Good governance and community participation 


Powers and Functions of the Municipality 

The mandate of the municipality as contained in section 152 of the Constitution is: 

• To provide democratic and accountable government for local communities 

• To ensure the provision of services to communities in a sustainable manner 

• To promote social and economic development 
® To promote a safe and healthy environment 

® To encourage the involvement of communities and community organizations in 
matters of local government 


Functions that we perform as a Municipality 


« 

» 



Cemeteries 
Municipal Planning 


Ttocal TouPi srnT and tED it' . 



• Sanitation 

• Local Sports facilities 

• Municipal roads 

• Public spaces 
® Street lighting 

« Water reticulation 

• Operation and maintenance of water 







(' 






Environmental awareness campaigns 
Fire fighting 


DEMOGRAPHICS 

Joe Morolong population, 2001 - 2011 



(Census Report; 2011) 


I' ’ ^ The incorporation of Vanzylsrus and Hotazel has increased the geographical area 

of . th 0 ^. .m u n i ci p al ity . C en s us . 20 1 1 ■ shows th at th e po p u I ati o n has d e.creap e^ . ^ 
result of people migrating to Gasegonyana and Gamagara, being closer to 
business centre. 

The rural nature of the Joe Morolong municipal area has implications in a variety of 
areas and concerns. The first is the obvious need for the Municipality to respond to 
service delivery in terms of Government’s policy framework for the upliftment of 
previously disadvantaged communities. 








In this regard, target groups would include blacks, with women, youth and persons with 
disabilities as target groups. The second implications of the composition of the 
population are in terms of the staff establishment. The third one is lack of economic 
opportunities in the municipal area, and the fourth and last implication is the vastness of 
the area. 


HOUSEHOLDS 


The total number of households in the Municipality is 23 707 
Households 




M 

1 



Female headed 

12 016 

50.7% 

Male headed 

11 447 

48,3% 

Child headed 

244 

1,0% 

TOTAL 

23 707 

100% 


(Source: Census 201 1 ) 


HUMAN CAPACIW DEVELOPMENT 


Education level 


EDUCAFiON LEVEL 


'No schooling ■ 7 

7i;:0‘i2a4;":' :: . 

Some primary school 

11 887 

Completed primary school 

2 324 

Some Secondary school 

12 384 

Grade 12 

5 986 

Higher education 

1 823 


(Source: Census 201 1 ) 




KEY ECONOMIC DRIVERS IN THE MUNICIPALITY 


Mining and Agriculture are the largest contributing factors in terms of the economy in 
the Municipality. 


Employment; Industry 




Agriculture related work 

720 

Manufacturing 

144 

Mining , Quarrying 

471 

Electricity, gas, water 

116 

Construction 

283 

Wholesale, Retail 

432 

Transport 

122 

Business services 

100 

Community services 

1 693 

Undetermined 

87 171 


(Source: Municipal Demarcations Board) 


EMPLOYMENT 
Employment statistics 












Challenges facing our municipality 


• High unemployment rate 

• High Illiteracy amongst the community 

• Conditions of roads 
«» Lack of proper public transport 

• Inability to generate sufficient revenue 
® High number of indigents 

• Community protests 
® Shortage of water 

Opportunities 

• Thriving mining industry which contributes into the GDP of the country 

• Growing agricultural sector 

• Growing tourism industry 






SERVICE DELIVERY OVERVIEW 


We are obliged as a municipality to provide quality services to the communities within 
our municipal jurisdiction. As local municipality we are committed to making the lives of 
our citizenry better. 

We have been able to provide services to the people as per our mandate. Our indigents 
have been receiving their free basic water and electricity without any hindrance. The 
collection of refuse in Hotaze! and Vanzylsrus has been improved and we are collecting 
waste twice on a weekly basis. 

We have improved in not only our tracing of debtors but we have also been able to bill 
timeously and this has impacted positively on our ability to collect revenue and it has 
increasing our collection rate. 

Environmental awareness campaigns have contributed to the community understanding 
the importance of preserving their natural resources and their role in the environment. 

The implementation of the LED policy by Council has propelled us to ensure that our 
local entrepreneurs are not only identified but developed and empowered for them to 
participate in the growth of the economy of our local municipality 

Cooperatives were trained to broaden the economic participation of our economy and 
20 emerging contractors were sub-contracted in municipal infrastructure projects, we 
are confident that in the next financial year we will increase the number of emerging 
local sub-contractors for more to participate. 

We were able to ensure that majority of villages have access to clean and drinkable 
water, as this is a basic need for all citizens. 

Establishment of youth forums has assisted the municipality to interact with young 
people, both out of school, unemployed, employed and those in business as it is a 
structure that deals with challenges facing young people in our locality. 

Functionality of ward committees has assisted the municipality to foster a close 


relationship with the community and community organizations and in identifying service 
delivery challenges and attending to them speedily. 

Achievements 


• We have 1 5 functional ward committees. 

• All Youth Forums executive have been inducted 

• 11 cemeteries were fenced, toilets installed and cleaned: Bendel, Gasehunelo wyk 
9, Dithakong, Gienred, Montsheng (no toilets), Cassel, Mat! ha ban el ong, Gasese, 
Shalaneng, Loopeng (Slough), Permonkle and Bothitong only toilets were installed. 

• 10 cemeteries were fenced in the following villages: Colston, Gatswinyane, 
Ditiharapeng, Motlhoeng, Kokfontein, Kome, Dinokaneng, Suurdig, 
Mathanthanyaneng and Sehakong 

• Temporary learners license class was renovated 

• Traffic examiners were taken to Gamagara Local Municipality for in-service training 

• 20 Cooperatives were trained in Basic Business Skills 

• Construction of bulk water infrastructure in Heuiningvlei is 87% complete 

• Water supply in Drieioop, Niks, Kganung and Kokonye was completed 100% 

• Extension of water network in Gadiboe was 85% complete and Gamakgatle is 87% 
complete 

» Refurbishment of existing water networks in Joe Morolong is 100% complete 
9 427 units of Ventilated Pit Latrines were erected in 3 villages: Ellendale, Gamadubu 

" 'i ,■ _ ■ .f- .... .■'*’• . • .'...I.--. 1 ’-iV.. 'Vi;’ .• -.i... ■■■■■■ • . 'Si... 

and Tzaneen ■ . - : - 

9 Construction of Makhubung internal road is 70% complete 
® Upgrading of access tarred road N14 to Camden via Khankhudung phase 1 & 2 is 
100% complete 

• 265 job opportunities were created though EPWP 

• 1 248 job opportunities were created within our jurisdiction by municipality, sector 
departments and SLP funded projects. 



Challenges 


• Sporadic community protests 


FINANCIAL OVERVIEW 

The results of the financial performance and position of the municipality gave an 
indication of the improvement on the effectiveness and efficient use of the resources to 
deliver on the municipality’s constitutional mandate. 

This has been a challenge due to lack of financial staff in the department. There will be 
improvement in terms of effective and efficient management of financial affairs of the 
f municipality as the staff compliment in finance has been increased with skilled officials. 

Municipality showed an improvement in terms of submitting Annual Financial Statement 
to the Office of Auditor General on due date as per MFMA sec 126 and the audit opinion 
from Disclaimer to Qualified. The municipality intends on improving the opinion further 
to unqualified opinion for the coming years. 

The municipality, being a rural and having a high level of unemployment, it is faced with 
a challenge of generating revenue. Despite the challenges faced in terms of revenue 
streams and ability to spend according to service delivery and budget implementation 
plan, the municipality manages to maintain focus on key service delivery areas in 
spending on infrastructure projects to deliver basic services to the community. 

The implementation of infrastructure and other related projects in the current financial 
year reflects fairly good as most of the projects have been completed timeously with the 
, exception of a few projects to be completed early in the new financial year. 

The 'municipality spent and wilT continue' to spend- all M allocations according to the 

conditions as set out in the DoRA. Constant reporting on all grants expenditure will be 
continued. 






ORGANISATIONAL DEVELOPMENT OVERVIEW 
Organisational Structure 

The structure of the municipality was reviewed during this financial year and adopted by 
Council. During the review of the structure all relevant stakeholders were involved and 
no challenges were experienced. During the review process, a need was identified for 
the creation of addition positions. This was basically as a result of an extended mandate 
of achieving services delivery. 

2 employees went on pension and 1 employee resigned. 

Training: The amount of R 650 000, for 39 employees including Councilors 

During the year under review, the municipality had ...go financial misconduct cases to 
deal with Schedule 2 (Code of conduct for Municipal officials) Section 4 (2) of the Lddal 
Government: Municipal Systems Act, 32 of 2000. 

AH the Heads of Departments signed Performance agreements as per the Local 
Government Municipal Systems Act, (Act 32 of 2000). 

There are 152 employees in the Municipality. The total number of posts as per the 
approved structure is 234 and there are 98 vacancies. 


Staff establishment as at 30 June 2014 


Municipal Manager (Mayor, 
Spieaker'and MM) ''. 



Community Services 


Technical Services Department 


Finance Department 


Planning and development 
Department 


TOTAL 

























Filling of vacant posts 

The following positions were filled during the current financial year 
Asset Clerk 
<* Payroll Clerk 

*> Superintendent (Water Quality) 

Manager; Supply Chain 
*> Cashier 

*> Finance interns (05) 

Accountant: Expenditure 
Electrician Technician 
Technician (Water and Sanitation) 

O 



























Server Baseline Policy 

Network and Security Management Policy 


Policy and Guidelines for Social Media 
Interactions and Usage 
Branding Policy 


MMs Office 


INJURIES ON DUTY AND SUSPENSIONS 

There were no injuries on duty, in the year under review. There were no suspensions. 


SKILLS DEVELOPMENT AND TRAINING 
Training 



MFMP 


HR Leave 


HR and Payroll 


Health and Safety 


Sebata FMS 


Sebata FMS 


Department of Labour 


Local Government Law Fort Hare University 
and Administration 


Total 


Overall total 
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AUDITOR-GENERAL'S REPORT 


In terms of section 126(1) of the MFIVIA the accounting officer of a municipality must 
prepare the annual financial statements within two after the end of the financial year and 
submit to the office of the Auditor General for auditing purposes. 


The Auditor General must audit the financial statements and submit an audit report on 
those statements to the accounting officer within three months of receipt of the 
statements. The district municipality’s financial statements has been submitted by 31 
August 2014 to the office of the Auditor General and the final audit report has been 
received by the accounting officer on 30 November 2014 as required In terms of the 
above mentioned legislation. 

v The audit has been conducted In accordance with the Public Audit Act of South Africa, 
2004 (Act No. 25 of 2004) general notice issued and the International Standards on 
Auditing. The standards require the auditor to comply with ethical requirements, plan 
and perform the audit to obtain reasonable assurance about whether the local 
municipality’s financial statements are free from material misstatement. 

The municipality improved on the previous year’s audit outcome. The municipality 
received a qualified audit opinion. 


STATUTORY ANNUAL REPORT PROCESS 


No. 

"activity " 

TIME-FRAME 

1 

of the next financial year’s budget and IDP process plan. 
Except for the legislative content, the process plan should confirm in-year 
reporting formats to ensure that reporting and monitoring feeds 

July 


:: seam lessly Into th^ AriniiM Repb^lDroc^srat 'th^l^chstthb Bud^et/I DP'"’ 
implementation period 


2 

Implementation and monitoring of approved Budget and IDP commences 
(In-year financial reporting) 


3 

Finalize the 4''" quarter report for the previous financial year 


4 

Submit draft year 1 Annual Report to Internal Audit and Auditor-General 


5 

Municipal entities submit draft annual reports to MM 




6 Audit/performance committee considers draft Annual Report of August 

municipality and entities (where relevant) 

7 Mayor table unaudited Annual Report 

8 Municipality submits draft Annual Report including consolidate annual 
financial statements and performance report to Auditor-General 

9 Annual Performance Report as submitted to the Auditor-General to be 
provided as input to the I DP Analysis Phase 

1 0 Auditor-General assess the draft Annual Report including consolidated September - 

Annual Financial Statements and Performance data October 

1 1 Municipalities receive and start to address the Auditor-General’s November 

comments 

12 Mayor tables Annual Report and audited Financial Statements to Council 
complete with the Auditor-General’s report 

13 Audited Annual Report is made public and representation is invited 

14 Oversight committee assess the Annual Report ~ 

15 Council adopts oversight report March 

16 Oversight report is made public ^ ______ 

17 Oversight report is submitted to relevant Councils 

1 8 Commencement of draft Budget/IDP finalization for the next financial July 

year. Annual Report and Oversight Report to be used as input 

The annual report is intended to inform Council and the community about how we have 

performed as municipality financially and in achieving our targets as clearly set out in 

our IDP and SDBIP. 

This report will also highlight our achievement, challenges and areas that needs 

improvement. 

















Our successes are real and measurable and the fact that we were able to complete 
some of our infrastructure project is a pride to us,- as it contributes not only to service 
delivery but as a stimulant for an increase in the economic activities. 


IDP remains a critical tool that we utilize to plan for our short, medium and long term 
objectives. This annual report will highlight our improvement in performance and 
financial management. 
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CHAPTER 2 
GOVERNANCE 
POLITICAL GOVERNANCE 

The Joe Morolong Local Municipality Council is the highest decision making organ and 
it governs the Municipality. Council is responsible for developing policies and plays an 
oversight role over the implementation of those policies. 

The governance system of Joe Morolong Local Municipality is a collective executive 
system combined with ward participatory system, which has section 80 committees 
(Finance, HR and Administration, Infrastructure, Development and Town Planning, 
Community Services, MPAC and Audit Committee which is a shared service with the 
John Taolo District Municipality). 

The Mayor head municipality and fulfils this task by working together with the 
councilors. The Mayoral committee is functional and it ensures that there is integration 
of the work of Council between portfolio committee and respective departments. 

The Municipal Council comprises of the governing and decision making body of the 
Municipality whilst the municipal officials focus on the implementation of the Council 
resolutions. Council determines the direction of the Municipality by setting the course 
through the development of IDP and allocation of resources. Council develops policies 

and the responsibility of the municipal staff is to. eg sure Jh at those policies are 
implemented. 

AUDIT COMMITTEE 

Committee composition 

The Audit and Performance Committee is established in accordance with the prescripts 
of the MFMA no.56 of 2003, section 166. 

Our audit committee is a shared service/function with all municipalities in the John Taolo 
Gaetsewe District. The Committee is comprised of five (5) independent members as at 
























June 2014, members are neither in the employ of the municipality nor political office 
bearers. 

Names and qualifications of members 

loT 


Mr l.A Kekesi 




Chairperson 


B.Sc (Ed) 
B.Ed 
M. (Ed) 


Mrs MM Motlhabane 

■ • ■ 

Member 

LLB 

University Diploma in Education 

LLM (Labour Law) 

i 

Mr. AL Kimmie 

Member 

B. Compt (Honours) 

MBA 


Mr. SAB Ngobeni 

Member 

B Com Accounting 

B.Compt 

Masters in Commerce (Taxation) 

MBA 

P.h.d (l^^year) (Corporate Gov.) 


Ms. L Diamini 

Member 

B.Compt (Honours) 


Ms C Van Wyk 

Secretary 




The secretary of the committee Ms. Van Wyk is not an elected member of the 
committee, she just provides administration support to them. 

Number of meetings held and attendance 




Mr I.A Kekesi 

05 

05 

Mrs MM Motlhabane 

05 

02 

Mr. AL Kimmie 

05 

04 

Mr. SAB Ngobeni 

05 

01 

Ms. L Diamini 

05 

04 































Mrs. MM Motihabane and Mr. AL Kimmie resigned as a members of the Audit 
Committee during this financial year. 

Primary functions of the audit committee include: 

9 Monitoring the integrity of Council financial statements 

® Reviewing the effectiveness of Council’s internal control and risk management 

» Overseeing the relationship between management and the municipality’s external 
' auditors ^ - < 

» The Committee will make recommendation to management via Council, resulting 
from activities carried out by the Committee in terms of the reference 

e The compilation of reports to Council, at least twice during a financial year 

9 To review the quarterly reports submitted to it by the Internal Audit 

6 Evaluate the activities of the Internal Audit function in terms of their role as 
prescribed by legislation 

* _Review audit results and actions plans implemented by management; and 

f ® Making recommendations to Council and also carrying out its responsibility to 
.. imp! em e nt th e reco m m en d at! o n s^ i ^ -..n . ■ ■ .c ■ r, . 





Municipal Public Accounts Committee (MPAC) 

MPAC was established in terms of section 79 of the Municipal Structures Act, 117 of 
1998 by Council on the 04th May 2012. (Resolution. No.: 68/2012). 

The committee is composed as follows 




cilr Sephekoio G.M. 

Chairperson 

Cllr Mosiapoe K.J. 

PR Councilor 

Cllr Nhiapo M.M. 

PR Councilor 

Cllr Molawa M.E. ‘ , 

Ward Councilor 

Cllr Moagi 0 

Ward Councilor 

Cllr Kgopodithata O.H 

Ward Councilor 

Cllr Mokweni N. 

Ward Councilor 

Cllr Matshidiso S. 

Ward Councilor 


Cllr Nhiapo resigned as Councillor of the Municipality and therefore ceased to be a 
member of the Council and MPAC, he was replaced by Cilr Matlhomantsho. 


MPAC did consider the contents of the 2012/2013 Annual Report and along with 
the Audit and Performance Committee submitted a report to Council. 


i J 


"dumber of meetings 'ahd'attendancei MP^^^ 



Clir Sephekoio 


Cllr IMosiapoe 


Cilr Nhiapo 


Cllr Molawa 
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political structure and committee allocations 










COUNCIL, EXECUTIVE COMMITTEE AND COUNCIL COMMITTEES 
EXECUTIVE COMMITTEE MEMBERS 














ClIrMB Mbolekwa Cllr E. Lesliope Cllr N. Selebalo Cllr K Mosiapoe 
Chairperson: Infrastructure HR Chair: Planning and Chair: Community Chair: HR, Finance 


Development 


Services 


and Administration 


Governance structure of Joe Morolong Local Municipality 



WSiiiliili 


Council 


I 




m 


Approve policies Mayor, Portfolio Community 

Adopt IDP committee and Audit 

Adopt the Budget committee 







Mayor Policies, and Municipal Manager Council 

Budget outcomes 
Oversight over the 
Municipal 
Manager 


The Municipal To Council through 

administration the Mayor 


CFO and other Administration of Financial management Municipal Manager 
senior departments and operational functions 

management 


Municipal 

Manager 


Overall 

administration 


The Joe Morolong Council is constituted of 29 Councillors, 15 ward councilors and 14 
proportional representation. The parties in Council are illustrated below. 

Political parties in Council 


ANC 


COPE 

DA 


UCDP 


TOTAL 


8 


3 


1 



PORTFOLIO COMMITTEES 




Human Resources, Finance and 

Administration 

Cllr K. Mosiapoa 

Planning and Development 

Cilr OE Leshope 

Infrastructure 

Cllr MB Mbolekwa 

Community Services 

Cllr N Selebalo 






































Number of meetings during the financial year 



Council 

04 

04 

Executive Committee 

04 

04 

Special Council 

07 

07 



Number of meetings per portfolio committee 



Human Resources, Finance and 

Administration 

04 

04 

Infrastructure 

04 

04 

Planning and Development 

04 

04 

Community Set^ices 

04 

04 

;1PAC 

1 .. . , 

04 

04 “ 




























Cllr OE Leshope 

PR 

Cllr M.Pitso 

PR 

Cllr G.M. Sephekolo 

Ward Councilor 

Cllr S. Matshidiso 

Ward Councilor 

Cllr V. Jordan 

PR 

ClIrM.Tihelo 

PR 

Cllr T, Tshipo 

PR 

, Cllr J. Segano 

PR 

Cllr J, Freedman 

PR 

Cllr 0. Kaotsane 

Ward Councilor 

Cllr I.S. Ortel 

Ward Councilor 

Cllr D. Kubang 

Ward Councilor 

Cllr P, Segaetsho 

Ward Councilor 

Cllr k.J. Mosiapoe 

PR 

CIlrO.H. Kgopodithata 

Ward Councilor 

Cllr D. Josop 

Ward Councilor 

Cllr G.G.Moriri" 

Ward Councilor 

Cllr 0. Moagi 

Ward Councilor 

Cllr K. Ditshetelo 

PR 

Cllr K. Shaping 

Ward Councilor 

Cllr E.M. Molawa 

Ward Councilor 

Cllr J.Modise 

Ward Councilor 


Yes 

Speaker 




mi 
































































! 27 

Cllr N. Mokv\/eni 

Ward Councilor 


28 

Cllr T. Mokgoje 

PR 


29 

ClIrT. Teteme 

Ward Councilor 


ATTENDANCE TO MEETINGS 

EXECUTVE COMMITTEE 



m 


Clir PB. Matihomantsho 


Cllr BM Mbolekwa 


Cllr MD Moremi 


CII N Selebalo 


Cllr OE Leshope 
~^\r M.Pitso 









7 

ClIrG.lVl. Sephekolo 

07 

05 

8 

ClIrS. Matshidiso 

07 

05 

m 

Cllr V. Jordan 

07 

05 

mmi 

ClIrM. Tihelo 

07 

04 

11 

ClIrT.Tshipo 

07 

03 

12 

Cllr J, Segano 

07 

05 

13 

Cllr J, Freedman 

07 

04 

14 

Cllr 0. Kaotsane “ 

07 

02 

15 

Cllr I.S. Orte! 

07 

01 

16 

Cllr D. Kubang 

07 

06 

17 

Cllr P. Segaetsho 

07 

06 

18 

Cllr KJ. Mosiapoe 

07 

06 

19 

ClIrO.H. Kgopodithata 

07 

06 

20 

Cllr D. Josop 

07 

07 

21 

■ Cllr G.G.Moriri 

07 

07. 

22 

Cllr 0. Moagi 

07 

04 


23- 

CilrK. Ditshetelo - - - - 



24 

Cllr K. Shaping 

07 

05 

25 

I Cllr E.M. Molawa 

07 

07 

26 

Cllr J.Modise 

07 

07 

27 

Cllr N. Mokweni 

07 

04 

28 

ClIrT. Mokgoje 

07 

03 















































































29 ClIrT.Teteme 


It must be noted that Cllr PB Matlhomantsho joined Council only later during this 
financial year, replacing Cllr Nhlapo. 

Clfr O. Kaotsane was suspended for a certain period and Cllr IS Ortel was sick 
ATTENDANCE TO COUNCIL MEETINGS 
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16 

Cllr P. Segaetsho 

04 

04 

17 

Cllr K.J, Moslapoe 

04 

04 

18 

Cllr O.H. Kgopodithata 

04 

03 

19 

Clir D. Josop 

04 

03 

20 

Cllr G.G.Moriri 

04 

04 

21 

Cllr 0. Moagi 

04 

i 

04 

22 

Cllr K, Ditshetelo 

04 

03 

"23- 

Cllr K. Shaping ' 

04 

04“ 

24 

Cllr E.IVl. Moiawa 

04 

04 

25 

1 

CllrJ.Modise 

04 

04 

26 

Cllr N. Mokweni 

04 

03 

27 

CllrT. Mokgoje 

04 

03 

28 

Cllr T. Teteme 

04 

03 

29 

Cllr PB Matihomantsho 

04 

01 


ATTENDACE TO PORTFOLIO COiVlIVlITTEE MEETINGS 
, HUMAN .RESOURCES,. FINANCE AND ADMIN|STRATlp.N 
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Cllr K. Mosiapoa 


Cllr O. Kaotsane 


Cllr V. Jordan 
Cllr N.Mokweni 
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INFRASTRUCTURE 



Cllr J. Modise 


Cllr T.Tshipo 


CdrM.Tihelo 


O. Kgopodithata 


COMMUNITY SERVICES 





















7. 

ClIrD. Kubang ^ 

J 

04 

1 03 


DEVELOPMENT AND TOWN PLANNING COMMITTEE 


























POLITICAL DECISION MAKING 

Council is the highest decision making body in the Municipality with legislative and executive 
powers to direct the municipality politically. Powers of Council are clearly outlined in Section 
12 of Municipal Structures Act. 

Council sits 4 times a year and a schedule for Council meetings was adopted on the (date). 
Mayor exercises her/his duties in terms of Section 55 of the Municipal Structures Act. She 
convenes executive committee meetings on a monthly basis to receive and consider reports 
from other committees and to formulate recommendations for Council. 

EXCO ensures the integration of the work of Council across the portfolio committees and 
departments. 

The Speaker is the chairperson of Council and chair ail the m,|etings. She also oversees the 
functions of the council committee system. Committees of Council meet oh a quarterly basis 
to formulate recommendations from their respective portfolio committees. The Speaker also 
monitors the work of councilors in the holding of community meetings and ward committee 
meetings. She also receives a quarterly report on ward committees meetings and issues they 
have raised, she then tables the report in Council for decisions to be made in areas that need 
services. 

Our Municipality does not have a Council whip due to the number of councilors. 

















Implementation of Council Resolutions 
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That Council of Joe Morolong has accepted the I Res : Municipal Mamnager/ Yes 

presentation on mixed housing development. 20/2013/14 Mr Shadrack Tlhaoie 
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8.2. • That council of Joe Morolong Local Municipality Res: Council Yes 

took note of the two headmen identified by the 46/201 3/14 ■ 

Ba-Ga-Bareki Tribal Council and villages under ' 

their leadership. 
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Middle Management : R900 
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That Council of Joe Moroiong Local Municipality ! Res : | Given JMalola/ Mike/ Yes 

approved the implementation of the following 168/2013/14 Shadrack TIhaoIe 
projects ; ’■'f ■ 



and Maintenance Report. 
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restrictions to portion s 8,16,17 and 18 thereof. 
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il accepted^the Progress Report on Res : Phiri K V / Moitaletsi M | Yes 

jects. ' 79/2013/14 S I 












w 

V) 

0 

0 

!>* 


> 

> 



‘C 

*C • 

XI 

‘jz 

CL 

0. 


C TJ CD 

U 0 W 
o > ra 

O o 

s_. ^ ro 

^ & ro 

jz: TO Q 






Developmental Trust projects for 201 3/1 4 84/201 3/1 4 Manager 

Financial Year. 
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Yes 

Yes 

Sephekolo G M / 
CFO/ Municipal 
Manager 
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Speaker / Mayor / 
Mr Eugene 
Khokhong 

Speaker/ 

Municipal 

Manager/ 

Gopetse T J 
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That Council of Joe ^.ferolong Local Municipality ^ ~ 

approved the rezonmg of the Farm Adams No. 

328 , Kuruman road , Saltrim Ranches ( PTY ) • '^40/2013/14 . MrTIhaole SI Yes 

LTD , subject to the foiiowing conditions ; ’ Municipal 

1 . That the implementation of the project Manager 




9.14. • That Council took note of the relocation of Eskom Res : 141/2013/14 Joey Kampilu / 

— Sishen Powerline | TIhompho 
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10.6. • That Council of Joe Morolong Local Municipality 

accepted the progress report on Assmang Black 
Rock Mine SLPs. 

• That Black Rock SLPs should be discussed in the 
meeting between Joe Morolong , Black Rock 
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on declaration of priority housing development 

areas of the Housing Development Agency Res ; 158/2013/14 J Municipal 

j Manager 
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Manager 

Mr Shadn 
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Manager 
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That Council of Joe Mprolong Local Municipality f 

took note of the Annual Report for 201 3/ 1 4. : 

That MPAC and the internal Audit Committee i 

should study the Annual Report and make f^es :1 88/201 3/14 ; Matsididi M A/ 

recommendations to Council within two months. Sephekolo G M / 



That Councillors should arrange the structuring of 
their salaries with the Joe Morolong Municipality’ 
Finance Department. 
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7.2.2. e That Council accepted the Section 71 Report for 

the period ending 31 December 2013 
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Segano to the John Taolo Gaetsewe District Manager/ Exco 

Council to replace Councillor Nhlapo Mlwayedwa. 
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That Council accepted, the Municipal Res; 280/2013/1 4 Mr TIhaole S / 

Infrastructure Grant. Report for the 2012/1 3 Malola Given 

National Financial Year. fv 
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That the Auciit Report should be referred to the 
Municipal Public Accounts Committee for scrutiny 
and recommendations to Council. 
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Our IDP/Budget community consultation meetings have been very effective as comrnunity members attended and wanted 
clarity on the services as indicated in the IDP document, and the spending budget of the budget thereof. This process 
assisted the municipality to provide services that are of utmost need and priority to the community. The challenge is the 


0 

“O 

:£ 

0 


Q. 

o 

O 

0 

0 

X 

CO 

0 

>. 

o 

zzz 

o 

(0 


c 

Q. 

cp 

0 

~ 

JC 

o 

■4-' 

c 

03 

o 

C 

o 

■j— 

O 

o 

X3 

c 

0 

0 

.C 

“D 

$ 

’d 

03 

c 

p 

CO 

'-p 

ro 

0 

s_ 

■'CO^^ 

0 



X!' 

0 

0 

O 

‘0 

c 

0 

0 

0 

CO 

0 

H— * 


.E 

c 

c 

o 

0 


_iii 

(0 

CO 

•+-> 


D 

0 

0 

CO 

C 

o 


o 

c 

>% 

0 

'c 

q-l 

CO 

o 

E 


0 

E 

'E 

c 

o 


o 

0 



0 

03 

jE 

“O 

■ 1 J 

D 

c 

m 

0 

a; 

E 

a 

0 

0 

0 

0 

X 

x: 

«4.a-» 

0 

03 

CD3 

C 

X 


D 

D 

"O 

DO 

a 

X5 

0 

Q 

0 

sz 

't-' 

■co 

.E 

CO 

H— 

03 

0 

c 

x: 



v-» 

0 

0 

E 

c 

L- 

.2 

.p 


.E 

CD 

,N 

0 

"c6 

x: 

C 

H 

q — 


0 

JZ 

03 

C 


i- 

0 

0 

0 

c 

c 

0 

0 

E 

c 

0 

p— 

"5 

0 

0 

0 

U- 

0 



0 

0 

0 

> 

'4~f 



0 

0 

_0 

0 

03 

0 

0 

X 

Q. 

0 

»|ij«rf 

.2 j- 

0 

0 

0 

“ 

S.. 


:0- 

W 

H. 

c 

E 

E 

X 

X 

c 

0 

0 

0 

0 

sz 

0 

-*-> 

0 

X 

0 

c: 

0 

0 

0 

0 

TZl 


0 

LJU 

c 


0 

0 

0 

0 

0 

0 

0 


0 


Q. 

*4— ' 


'o m 
a> 


o ^ 

CO 


jC o 

»•— f~ 1- 

.S- 

.P it o 

C 0) c 

w ^ 

2 S E 

_ t .0) 

CO £ > 

o (U o 


^ o o 

Z5 

CD CO O 

o c: o 

-> 0 □) 


c o 

O CO 


CD 

u o 

c ^ 

o T3 

^ c 

(O CO 

0 

p <D 


CO o 

£ o 


^ < 
CO ^ 


c • 


CO ^ 

® o 


^ E 

E o 

to O 


0 o 
£ < 


c 

c rs 
O 

03 SZ 


O ^ 
qz c 
(fi CD 
C > 
O "O 

•to ^ 

o o 

0 ^ 
■o P- 


iS w 

_ o 

O 0) 

c 

^ X3 

O E 

O ro 


03 CO 

c .*1=: 


0 •“ 
jn 0 
I — ' . CO 


4^ CD 
0 O 


“O 0 

ro > 

® a 

-o 

>1 /'O. 
iD O 


03 E 
■0 Q 


CO 

V. JZ 


^ £ 
t£ CD 


0 o 

o 

= 0 
CD X 
0 0^ 
CD X5 


E CD 

E o 
P iE 


internal controls, procedures and processes. 



Risk assessment and management 

Risk Management is an essential part of effective corporate governance and it is management’s responsibility. In terms of 
the current risk management framework the risk management assessment should be performed annually In the 
municipality. 
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NC 451 Joe Moroiong Proposed Tariff 2014-1! 






















NC 451 Joe Morolong Tabled Budget 2014 - 2015 X 2014 



'ormance Report 2Q1 1/2012 X 2013 








































NC451 Joe MorolonR C Schedule - August 2014-15 






















e Joe Morolong Local Municipaiity_has focused on its priority areas and channeled a lot of our bud 
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TECHINCAL SERVICES DEPARTMENT: PERFORMANCE REPORT 
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Construction / Upgrading of Completion of the 2 Internal roads 2 Practical 2 villages Deurham - Awaiting payment from 

interna! roads infrastructure construction of internal . upgraded completion Project handed DRDLR. 

roads at Makhubung an# certificates over to contractor Consultant to re-design. 

Deurham in May 2014. 

Progress is 20%. Remedia! action 
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TRANSPORT (INLCUDING VEHICLE LICENCING 
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LOCAL ECONOMIC DEVELOPMENT 






The municipality has been creating job opportunities through poverty alleviation projects, income generating projects and 
infrastructure projects. Heads of departments have been committed on ensuring that labour intensive model is used as 
frequent as possible on municipal projects. 


























Initiative C Development of tourism 

(2012/13 destinations in municipal 

jurisdiction 
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PLANNING AND DEVELOPMENT DEPARTMENT: PERFORMANCE REPORT 





Provide assistance to Assistance Number of form Training of 

SMMEs through SEDA provided to of assistance cooperatives 

SMMEs through provided to held by SEDA at 

SEDA SMME's through Laxey for ward 

SEDA 1,2 and 3 
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Appointment of LED 
manager in the next 
financial year 
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FINANCIAL SERVICES: PERFORMANCE REPORT 
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MANAGING THE MUNICIPAL WORKFORCE 




























INJURIES, SICKNESS AND SUSPENSIONS 

















































^ Number of employees at the beginning of the year 

*Average is calculated by taking sick leave in column 2 divided by total employees in colurnh 5 



























MANAGING THE WORKFORCE EXPENDITURE 












Those with disability are shown in brackets. In the number of beneficiaries' column well as in the 




CHAPTER 5 

Financial Summary 

liililBiiWiSlilliiiMSii*iiiMncirlrmmlWMgWM*ili*iiiil^^igli^aM^ 


^Descri'ptid 


IIMlili 


Finandal Porfotmance 4..-- ~ ■■i.T^.'Y 

Property rates 

Service charges 

Rental of facilities and equipment 

Interest earned • extenial investments 
/ Tran sf ers recogn is ed ■ operatic n a I 

’ Public contributions and donations 

Other revenue 

Total Revenue (excluding capital transfers and 
contributions) 


2012/J31J' 
Audited 
•r Outbottfe 

‘ ' 6 786 

17 223 
171 
3 508 
77 609 

3 084 
108 381 


I T l<Budgk year 2013/14 




'Original . 

. Budget , 

;;AdJUsted-^ 

^;-Budg6t',>' 

■ 


Original 
Suligot , 

Adjustrrie 
Budget S; 

. 

11 684 

11684 

3 371 

-71% 

-71% 

13 943 

14821 

12 505 

-10% 

■16% 

66 

258 

100 

51% 

-61% 


450 

260 

#DIV/0l 

■42% 

94 721 

99530 

201 729 

113% 

103% 



15 



920 

920 

4 734 

415% 

415% 

121 334 

127 663 

222 714 

84% 

74% 




Employee cost 

27 633 

35 713 

34457 

37 025 

4% 

7% 

Remuneration of councillors 

6718 

7 438 

6 366 

7 504 

1% 

18% 

Debt impairment 

32 578 

170 

170 

2 336 

1275% 

1274% 

Depreciation & asset impairment 

26169 

5 615 

3000 

24 326 

333% 

711% 

Finance charges 

96 

900 

839 

232 

-74% 

-72% 

Buik purchases 

8 926 

11 006 

10 306 

11 018 

0% 

7% 

Contracted services 


6106 

11 100 

168 

-97% 

-98% 

Transfers and grants 

107 880 

_ 

- 

13 705 

#DIV/0! 

#DIV/0! 

Repair and Maintenance 

11 683 

9 233 

17 808 

18 215 

97% 

2% 

Other expenditure 

57 575 

32 750 

49 018 

43 139 

32% 

-12% 

Loss on disposal of PPE 







Total Expenditure 

279 258 

108 932 

133 064 

157 668 

45% 

18% 

SurpIus/lDeficit) 

(170 877) 

12 402 

(5401) 

65 046 

424% 

-1304% 

Transfers recognised - capital 

120 974 

60 224 

98 493 

201 729 

235% 

105% 

Contributions recognised - capital 

- 

- 

8 679 




"urplus/(Deficit) after capital transfers & 
.Jntributions 

(49 903) 

72 626 

101 676 

266 775 

11% 

-9% 

Taxation . 




- - - - 



J>urpius/{Deficit) after taxation 

« ■ (49 903) 

72 626 

101 676 

256 775 

267% 

162% 

Attributable to minorities 







Surplus/(DeficIt) attributable to municipality 

(49 903) 

72 626 

101 676 

266 775 

267% 

162% 

Share of surplus/ (deficit) of associate 







Surplus/(Deficit) for the year 

(49 903) 

72 626 

101 676 

266 775 

267% 

162% 

Transfer recognised Capital 

177 238 

60 224 

98 498 

201 729 

235% 

105% 

Public contributions and donations 

15 462 



15 

#DIV/0! 


Contributions recognised_ capital 



8 579 


#DIV/0! 


Borrowing 





#DIV/0l 


Internally generated funds 

4 078 

21 635 

12408 

3 371 

-84% 

-73% 

Total source of capital funds 

196 778 

81 859 

119 485 

205 115 

151% 

72% 

Fin ahciai 


4||Sgsig|ii| 





Total current assets 

39103 

25 552 

29 968 

47 757 

87% 

m 

Total non- curent assets 

1 061 276 

80 281 

979 981 

1 159 368 

1344% 

18% 

Totall Current liabilities 

96 704 

12 641 

28 714 

52311 

314% 

82% 

Total non- current liabilities 

5 087 

9 659 

11 665 

4134 

-57% 

-65% 

Community wealth/Equity 

998 588 

83 533 

969 570 

1 150 680 

1278% 

19% 








Grants (Grants Performance) 







HttiEMiSi 



PHI* 


^1® 

US 





Op^'i'a t in g trah sf e rs 'ind' g I'arit s''i\ ;J,‘‘ v;^ "'S j 














Equitable share 

67 506 

80 780 

80 780 

80 780 

0% 

0% 

Water services Operating Subsidy 

1875 

8000 

8000 

8 000 

0% 

0% 

Finance Management 

1500 

1550 

1550 

1550 

0% 

0% 

Municipal Systems Improvement 

800 

890 

890 

890 

0% 

0% 

EPWP Incentive 

5705 

1000 

1000 

1000 

0% 

0% 

Municipal infrastructure 

56479 

55 253 

55 253 

55 253 

0% 

0% 

Regional Bulk Infrastructure 



38 274 

38 274 

0% 

0% 






■ ■ ■■:■■■ ". 


Sports and recreation 

223 

436 

436 

436 

0% 

0% 

Housing 


2352 

2352 

2 352 

0% 

0% 

EPWP Incentive 


2457 

2 457 

2 457 

0% 

0% 


^^64i96= 





■• ■;: ■. ;■ C; 

Rural Household Infrastructure Grant 

58 398 

- 

- 


0% 

0% 

Kumba Iron Ore 


8 579 

8 579 

8 579 



AGP Sanitation 

6 098 

- 

- 


0% 

0% 






1 

’ G r a ntS/fV t'Hv/e (i\f f Sm 




SETA_ Skills development 




26 

#DlV/0! 

0% 


Repair and Maintance Expenditure 2013/14 










Liquidity Ratio (Graph) 



Liquidity Ratio - Measures the municipality's ability to pay its bills and is calculated by dividing the monetary 
assets (due within one year ) by the municipality's current liabilities. A higher ratio is better. 

Data used from M6RR SA8 

Cost Coverage (Graph) 



Cost Coverage- It explains how many months expenditure can be covered by the cash and other liquid assets 
available to the Municipality excluding utilisation of grants and is calculated 
Data used from MBRR SA8 










Debt Coverage (Graph) 



Capit 


Debt Coverage- The number of times debt payments can be accommodated within Operating revenue (excluding grants) . 
This in turn represents the ease with which debt payments can be accommodated by the municipality 
Data used from MBRR SA8 


Charges to operating expenditure (Graph) 





Year-1 Y earO Current Year 

Capital Charges to Operating Expenditure ratio is calculated by dividing the sum of capital interest and principle paid by the 
total operating expenditure. . 

Data used from MBRR SA8 


.■'-."•'ri--' '-i:' .’A,—" V-Cirt 









Employee cost (Graph) 



Employee cost - Measures what portion of the revenue was spent on paying efnpioyee costs. It is calculated 
by dividing the total employee cost by the difference between total revenue and capital revenue. 

Data used from MBRR SA8 


Repair and Maintanance (Graph) 








CHAPTER 6 

AUDITOR GENERAL AUDIT FINDINGS 


Audit Report Status 


Disclaimer 



Limitation of scope. No supporting 
documents vi/ere submitted to the auditors 
for transactions processed against the 
accumulated surplus, Cash and cash 
equivalents, receivables from non- 
exchange transactions, Investments, trade 
and other payables, expenditure, operating 
grants expenditure and employee related 
costs. 

Incomplete asset register; intangible assets 
not disclosed. 

Inappropriate disclosure of long-term " 
liabilities, unspent conditional grants 
inventory: No inventory system in place to 
identify, account, issue and disclose inventory 
against the accounting policy adopted 

Vat amount overstated 


All supporting documents will be safely 
kept and timeously handed over to the 
auditors. 


A more detailed GRAP compliant asset 
register will be developed. 

Registers compiled and maintained. 

The finance system used to record all 
inventory and regular monitoring of the 
inventory level performed. 

Vat reconciliations will be performed and 
correctly disclosed. 
















Residual value, depreciation method and 
useful life of property plant and equipment 
were not reviewed according to Grap 17. 


Incomplete asset register 


Contingent liabilities not disclosed in the 
financial statements. 


Limitation of scope. No supporting 
documents were submitted to the auditors 
for transactions processed against the, Cash 
and cash equivalents, receivables from non- 
exchange transactions, Investments, trade 
and other payables, expenditure, operating 
grants expenditure and employee related 
costs. Irregular expenditure. 


Investment property not disclosed in 
accordance with Grap 26 


Vat amount overstated 


A more detailed GRAP compliant asset 
register will be developed. 


All contingent liabilities will be disclosed 
as per Grap 19. 


All supporting documents will be safely 
kept and timeously handed over to the 
auditors. 


investment property will be disclosed 
accordingly. 


Vat reconciliations will be performed and 
cbrfebtly Si^loseS. ' '' : • ■ - 










Audit Report Status 


Qualified 


■ . 




Expenditure transactions recorded on the 
general ledger and Financial statement 
inclusive of VAT 


'^^mm 


Revisit the population for the first 6 
month and make the necessary 
adjustments. 

©Inspect the whether the votes are 
established correctly, meaning for 
example fuel needs to be non- vatable 
©Correctness of votes needs to be 
continuously monitored sVat vendor 
searches on all vat invoices received 
® Vat training for expenditure staff 
Overall Control to be Implemented 
® On a weekly / monthly basis the 
general ledger and cash book needs to 
be reviewed 


Auditor’s fees invoices don’t agree with AFS 

©Account for internal and External Audit 
in two separate votes 

Overall Control to be Implemented 
© Reconcile the audit fees on a quarterly 
basis to ensure accuracy and correct 
classification of all transactions 

Post-employment benefit understated 

Review the way we account for Post - 
employment benefits 

Overall Control to be Implemented 
©Review the way we account for Post - 
employment benefits 








Expenditure - Loan repayment incorrectly 

classified as Finance costs 

At the end of the year obtain a loan 

confirmation from DBSA and ensure that 

the Loan amount as well as the related 

interest is recorded in the correct votes. 

Prepare all the supporting schedules 

Expenditure - Payments not made within 30 

days 

Ensure that payments are made within 

30 days ® 

Invoice stamped with the receipt date 

Expenditure - Prior year expenditure 

recognised In the current year 

Inspect the transactions relating to 3 

months before the end of the finacial 

year as well as 3 months after to confirm 

that transactions are recorded in the 

correct period 

Differences between adjusted asset register 

and AFS 

Reconcile the fixed assets register to the 

general ledger at end of the year 

Additions: Differences between work in 

progress in adjusted asset register and AFS 

Reconcile the fixed assets register to the 

general ledger at end of the year 

Property, Plant and Equipment: Assets 

disposed not removed from asset register 

Obtain the disposal list and remove all 

the disposed assets from the fixed 

register 

Property, Plant and Equipment: Monthly 
reboncilialions between general ledger and' ' 

asset register not done 

Monthly reconciliations between general 
! ed 0r a rtS asSet f eg i ster^mb ntB ly 

Creditors prior year misstatement not 

corrected: Creditors listing does not agree 

with financial statement 

Creditors Reconciliation and make the 

necessary adjustments 

Prior year audited closing balance does not 

agree with, current year opening amount 

Supply the supporting deviation register 

that supports the restated amount. 

Firstly confirm the accuracy of the 

document 
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REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL LEGISLATURE 

AND THE COUNCIL ON JOE MOROLONG LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the Joe Morolong Local Municipality set out on pages 
... to ..., which comprise the statement of financial position as at 30 June 2014, the statement of 
financial performance, statement of changes in net assets, cash flow statement and the 
statement of comparison of budget information with actual information for the year then ended, as 
well as the notes, comprising a summaiy of significant accounting policies and other explanatory 
information. 

Accounting officer’s responsibility for the financial statements 

2. ' The accounting officer is responsible for the preparation and fair presentatibn of these financial 

statements in accordance with the South African Standards of Generally Recognised Accounting 
Practice (SA Standards of GRAP) and the requirements of the Municipal Finance Management Act 
of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and Division of Revenue Act of South Africa, 2013 
(Act No. 2 of 2013) (DoRA) and for such internal control as the accounting officer determines’ is 
necessary to enable the preparation of financial statements that are free from material 
misstatement, whether due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my audit, I 
conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA), the general notice issued in terms thereof and International Standards on Auditing, 
Those standards require that I comply with ethical requirements and plan and perform the audit 
to obtain reasonable assurance about whether the financial statements are free from materia! 
misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
jydgemp.nt,.:inc[uding the assessment of the risks of material misstatement of the financial ■ 

• ^ statenients-: whether due tp fraud or error. In making those risk.assessrnerjte, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial 
statements in order to design audit procedures that are appropriate in the circumstances, but not 
for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An 
audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis 
for my qualified audit opinion. 


Basis for qualified opinion 






Nici-p: 














Property, plant and equipment 

6. I was unable to obtain sufficient appropriate audit evidence regarding property, plant and 
equipment, as the municipality did not provide evidence for differences between asset register 
and financial statement due to the fact that the assets was not reviewed adequately. Furthermore 
the municipality could not provide sufficient evidence for work in progress. I was unable to 
confirm property, plant and equipment by alternative means. Consequently, 1 was unable to 
determine whether any adjustment relating to property, plant and equipment stated at 

R1 159 053 993 (2013: R1 061 253 496) in the financial statements was necessary and we could 
not determine the impact of this on depreciation. 

Expenditure 

7. The municipality did not classify all items of expenditure in accordance of with Generally 
Recognised Accounting Practice, GRAP 1, Presentation of Financial Statements. Bulk purchases, 
general expenditure, grants and subsidies, repairs and maintenance payments were incorrectly 
recorded with the amounts inclusive of value added tax , resulting in total expenditure being 
overstated and value added tax understated by projected misstatement of R7 503 364 
Additionally, there is a consequential impact on the surplus for the period and the accumulated 
surplus. 

8. During 201 3. I was unable to obtain sufficient appropriate audit evidence for operating expenditure 
and was also unable to confirm the expenditure t5y alternative means. Consequently, 1 was unable 
to determine whether any adjustment to operating expenditure stated at R 1 17 997 640 was 
necessary. My audit opinion on the financial statements for the period ended 30 June 2013 was 
modified accordingly. My opinion on the current period’s financial statements is also modified 
because of the possible effect of this matter on the comparability of the current period’s figures. 

Irregular expenditure 

9. The prior year closing amount does not agree with current year opening balance, resulting in 
irregular expenditure being understated by R67 133 580. In addition, I was unable to obtain 
sufficient appropriate audit evidence as the municipality could not provide all the required 
supporting documentation. I was unable to confirm the balances by alternative means. 




10. I was unable to obtain sufficient appropriate audit evidence as the municipality could not provide 

^0'ppt!)'rting'' docum entati on^ nd eviden ce th at-ma n agem e nt'has properlyidentifi 
investigated and recorded ail irregular expenditure. I was unable to confirm the balances by 
alternative means. Consequently, I was unable to determine whether any adjustments to irregular 
expenditure stated at R42 241 107 (2013: R201 183 198) in the financial statements was 
necessary. 

Receivables from exchange transactions 

11. During 2013, i was unable to obtain sufficient appropriate audit evidence for receivables from 
exchange transactions due to inadequate filing management and system of interna! control to 
account for receivables from exchange transaction and to confirm the receivables from exchange 
transactions by alternative means. Consequently, 1 was unable to determine whether any 
adjustments receivables from exchange transactions stated at R23 976 432 was necessary. My 
audit opinion on the financial statements for the period ended 30 June 2013 was modified 
accordingly. My opinion on the current period’s financial statements is also modified because of 
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the possible effect of this matter on the comparability of the current period’s figures. We also 
could not determine the impact of this on debt impairment. 

Payables from exchange transactions 

12. I was unable to obtain sufficient appropriate audit evidence for payables from exchange 

transactions as the municipality could not provide a creditor listing that agrees with the financial 
statements due to lack of proper review of creditors reconciliation. I was unable to confirm the 
amount disclosed by alternative means. Consequently, I was unable to determine whether any 
adjustments relating to trade payables from exchange transactions stated at R44 594 018 
(2013: R90 885 498) in the financial statements was necessary. 

Value-added tax (VAT) 

ilS. I was unable to obtain sufficient appropriate audit evidence for VAT relating to current and |)ripr 
year as the municipality had an inadequate system of internal control to account for VAT, 1 was 
unable to confirm the balance by alternative means and I could not determine the effect on the 
other account balances or classes of transactions. Consequently, I was unable to determine 
whether any further adjustments to the tax receivable stated at R526 114 (2013: R5 284 058) in 
the financial statements was necessary. 

Bank overdraft 

1 4. 1 was unable to obtain sufficient appropriate audit evidence for bank overdraft as the municipality 
could not provide a reconciliation supporting the bank overdraft due to the fact that proper review 
of the bank reconciliation was not performed. I was unable to confirm the amount disclosed by 
alternative means. Consequently, I was unable to determine whether any adjustments relating to 
bank overdraft stated at R5 870 883 in the financial statements was necessary. 

Cash flow statement 

15. 1 was unable to obtain sufficient appropriate audit evidence regarding the cash flow statement, 

due to the limitations placed on my audit of various components of the financial statements. I was 
unable to confirm the cash flow statement by alternative means. Consequently, I was unable to 
deterrn ine w^^ any adjustpent rpiatirig to the cash flow statement in the financial statements 
was necessary. ^ ^ 

Employee benefits 

16. The municipality did not disclose the post-employment benefits in accordance with Generally 
Recognised Accounting Practice, GRAP 25, Employee Benefit. The amount of post-employment 
benefit disclosed does not agree with the amount as per expert report, resulting in expenditure 
and payables being understated by R2 287 125. Additionally, there is a consequential impact on 
the surplus for the period and the accumulated surplus. 

Unauthorised Expenditure 

17. 1 was unable to obtain sufficient appropriate audit evidence for unauthorised expenditure as the 
municipality could not provide a schedule of incidents that caused the unauthorised expenditure. I 
was unable to confirm the amount disclosed by alternative means. Consequently, I was unable to 
determine whether any adjustments relating to unauthorised expenditure stated at R42 241 107 


(2013: R201 183 198) in the financial statements was necessary. 

Fruitless and wasteful expenditure 

18. The municipality did not classify all items of fruitless and wasteful expenditure in accordance of 
with Generally Recognised Accounting Practice, GRAP 1, Presentation of Financial Statements. 
Fruitless and wasteful expenditure were incorrectly classified as condonation by council, resulting 
in fruitless and wasteful expenditure being understated by R982 660. 1 was unable to confirm such 
fruitless and wasteful expenditure by alternative means. Consequently, I was unable to determine 
whether any adjustments to expenditure stated at RO (2013: R870 925) in the financial statements 
was necessary 

Commitments 

19. 1 was unable to obtain sufficient appropriate audit evidence for commitments as the municipality 
could not provide a schedule of commitments. I was unable to confirm the amount disclosed by 
alternative means. Consequently, I was unable to determine whether any adjustments relating to 
cofnmitments stated at R57 058 000 (201 3: R26 658 826) in the financial statements was 
necessary. 

Related Parties 

20. The municipality did not disclose the remuneration of key management personnel in accordance 
with the Generally Recognised Accounting Practice, GRAP 20, Related Parties. The 
remuneration of key management personnel should be disclosed in total and for each of the 
following categories: short-term employee benefits; post-employment benefits; other long-term 
benefits; termination benefits and share-based payments. As the municipality did not maintain 
adequate records of key management personnel, I was not able to determine the full extent of the 
understatement in related parties as it was impracticable to do so. 


Material losses 

21. 1 was unable to obtain sufficient appropriate audit evidence regarding distribution tosses. I was 
unable to confirm the full extent of distribution losses by alternative means. Consequently, I was 
unable to determine whether any adjustments relating to distribution losses in the financial 
statements were necessary. 

Aggregation of immaterial uricorrected misstafement ' 

22. The financial statements were materially misstated due to the cumulative effect of numerous 
individually immaterial uncorrected misstatements in the following items making up the statement 
of financial position and the statement of financial performance: 

« Employee related costs reflected as R37 024 772 was understated by R163 527 (2013: 

R1 601 107) 

» Remuneration of councillors reflected as R7 503 760 was understated by R1 137 871 . 

9 Provisions as R2 576 537 was understated by R779 751 . 

9 Long term liabilities as R3 536 392 was understated by R31 1 1 04. 

9 An intangible asset as R367 226 was overstated by R344 600. 









• Inventory as R2 732 283 was overstated by R770 601 . 

In addition, i was unable to obtain sufficient appropriate audit evidence and to confirm the following 
items by alternative means: 

• Revenue of R382 194 as included in the disclosed balance of R6 321 946. 

» Inventory of R1 387 344 as included in the disclosed balance of R2 732 283. 

« Receivables from non-exchange transactions of R1 245 014. 

23. As a result, I was unable to determine whether any adjustment to these items was necessary. 


r' Qualified opinion 

24. In my opinion, except for the possible effects of the matters -described in the basis for-qualified 
opinion paragraphs, the financial statements present fairly, in ail material respects, the financial 
position of the Joe Morolong Local Municipality as at 30 June 2014 and its financial performance 
and cash flows for the year then ended, in accordance with SA Standards of GRAP and the 
requirements of the MFMA and DoRA. 

Emphasis of matter 

25. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Restatement of corresponding figures 

26. As disclosed in note 42 to the financial statements, the corresponding figures for 30 June 2013 
have been restated as a result of correction of prior year qualification matters relating to 
misclassification of assets, revenue and expenditure discovered during 2014 in the financial 
statements of the Joe Morolong Local municipality at, and for the year ended, 30 June 2013. 

( Xdditionai matters 

27. 1 draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited supplementary information 

28. The supplementaiy information set out on pages ^ to XX does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and, 
accordingly, I do not express an opinion thereon. 

Unaudited disclosure notes 

29. In terms of section 1 25{2)(e) of the MFMA the municipality is required to disclose particulars of 
non-compliance with the MFMA. This disclosure requirement did not form part of the audit of the 
financial statements and accordingly 1 do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 













30. In accordance with the PAA and the general notice issued in terms thereof, i report the following 
findings on the reported performance information against predetermined objectives for selected 
development objectives presented in the annual performance report, non-compliance with 
legislation as well as internal control The objective of my tests was to identify reportable findings 
as described under each subheading but not to gather evidence to express assurance on these 
matters. Accordingly, 1 do not express an opinion or conclusion on these matters. 

Predetermined objectives 

31 . I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected development objectives presented in the 
annual performance report of the municipality for the year ended 30 June 2014: 

• Development objectives x 1.1: Community Services on pages 14 to 16 

• Development Objectives x 1 .4: Technical Services on pagts '24 to 28 

32. I evaluated the reported performance information against the overall criteria of usefulness and 
reliability. 

33. I evaluated the usefulness of the reported performance information to determine whether it was 
presented in accordance with the National Treasury’s annual reporting principles and whether the 
reported performance was consistent with the planned development objectives. I further 
performed tests to determine whether indicators and targets were well defined, verifiable, 
specific, measurable, time bound and relevant, as required by the National Treasury’s 
Framework for managing programme performance information (FMPPl). 

34. I assessed the reliability of the reported performance information to determine whether it was 
valid, accurate and complete. 

35. The materia] findings in respect of the selected developrnent prionties or objectives are as 
follows: 


Community Services 

■■Useftjlhes'i^bf perforhiahce ihfdrmatioh'^’ t 

36. The FMPPi requires the following: 

« Performance targets must be specific in clearly identifying the nature and required level of 
performance, A total of 36% of the targets were not specific, 

• Performance targets must be measurable. We could not measure the required performance 
for 36% of the targets. 

• The period or deadline for delivery of targets must be specified. A total of 36% of the targets 
were not time bound. 

• Performance indicators must be well defined by having clear data definitions so that data can 
be collected consistently and is easy to understand and use. A total of 27% of the indicators 
were not well defined. 

® Performance indicator must be verifiable, meaning that it must be possible to validate the 





processes and systems that produced the indicator. A total of 27 % of the indicators were not 
verifiable. 

37. This was because management was not trained in and did not adhere to the requirements of the 
FMPPI and due to a lack of proper systems and processes. 


Reliability of reported performance information 

38. ! did not raise any material findings on the reliability of the reported performance information for 
Community Services. 


Technical Services 

Usefulness of reported performance Information 
v 39. The FMPPI requires the following: ' ' 

• Performance targets must be specific in clearly identifying the nature and required level of 
performance. A total of 32% of the targets were not specific. 

» Performance targets must be measurable. We could not measure the required performance 
for 32% of the targets. 

® The period or deadline for delivery of targets must be specified. A total of 32% of the targets 
were not time bound. 

® Performance indicators must be well defined by having clear data definitions so that data can 
be collected consistently and is easy to understand and use. A total of 21% of the indicators 
were not well defined. 

9 Performance indicator must be verifiable, meaning that it must be possible to validate the 
processes and systems that produced the indicator. A total of 21 % of the indicators were not 
verifiable. ' 

40. This was because management was not trained in and did not adhere to the requirements of the 
FMPPI and due to a lack of proper systems and processes, 

Rel iabi I ity of reported performance informati on .. . . 

41. I did riot raise any material findings on the reliability of the reported performance information for 

Technical Services. 


Additional matters 

42. Although I raised no material findings on the usefulness and reliability of the reported 

performance information for the selected development objectives, I draw attention to the following 
matters: 


Achievement of planned targets 

43. Refer to the annual performance report on page 14 to 16 and 24 to 28 for information on the 
achievement of the planned targets for the year. 


Adjustment of material misstatements 

44. I identified material misstatements in the annual performance report submitted for auditing on the 
reported performance information for Community Services and Technical Services. As 
management subsequently corrected the misstatements, 1 did not raise any material findings on 
the usefulness and reliability of the reported performance information. 

Compliance with legislation 

45. I performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters, financial management and other related matters. My 
findings on material non-compliance with specific matters in key legislation, as set out in the 
general notice issued in terms of the PAA are as follows: 

Strategic planning and performance management ? 

46. Measurable performance targets for the financial year with regard to each of the development 
priorities or objectives and key performance indicators were not set in the Integrated Development 
Plan, as required by section 41{1){b) of the Municipal Systems Act (MSA) and the Municipal 
planning and performance management regulations 12(1) and 12(2)(e) (MPPM). 

47. The annual performance report for the year under review did not include 

• a comparison of the performance with set targets and a comparison with the previous 
financial year. 

* measures taken to improve performance, as required by section 46 (1 )(c) of the MSA. 

48. The performance management system and related controls were inadequate as it did not describe 
and represent the processes of performance planning, monitoring, measurement, review, 
reporting, improvement and how it is conducted, organised and managed, as required by sections 
38 of the MSA and regulation 7 of the MPPM regulations. 


Budgets 

49. Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the 
^ approved budget, in contravention 0 ^ 

Annual financial statements, performance and annual reports 

50. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements of non- 
current assets, current assets, liabilities, revenue, expenditure, disclosure items identified by the 
auditors in the submitted financial statements were subsequently corrected and the supporting 
records were provided subsequently, but the uncorrected material misstatements and supporting 
records that could not be provided resulted in the financial statements receiving a qualified audit 
opinion. 


Expenditure management 

51 . Money owing by the municipality was not always paid within 30 days or an agreed period, as 




required by section 65(2)(e) of the MFMA. 

52. Reasonable steps were not taken to prevent unauthorised expenditure, irregular expenditure, and 
fruitless and wasteful expenditure, as required by section 62(1 )(d) of the MFMA. 


Revenue management 

53. A credit control and debt collection policy was not implemented, as required by section 96(b) of 
the MSA and section 62(1)(f)(iii) of MFMA. 

54. An effective system of internal control for revenue was not in place, as required by section 64(2)('f) 
oftheMFMA. 


Assets management 

55. An adequate management, accounting and information system which accounts for assets was not 
in place, as required by section 63(2)(a) of the MFMA. 

56, An effective system of internal control for assets (including an asset register) was not in place, as 
required by section 63(2)(c) of the MFMA. 


Audit committees 

57. The audit committee did not review the annual financial statements to provide the council with an 
authoritative and credible view of the financial position of the entity, its efficiency and effectiveness 
and its overall level of compliance with legislation, as required by section 166(2)(b) of the MFMA. 

58. The audit committee did not advise the council on matters relating to the adequacy, reliability and 
accuracy of financial reporting and information, as required by section 166(2)(a)(iv) of the MFMA. 

59. The audit committee did not respond to the council on the issues raised in the audit reports of the 
Auditor-General, as required by section 1 66(2)(c) of the MFMA. 


Procurement and contract management 


d0.iGoods and services with a transaction value-of below R20G 000 were procured without obtaining 
' • ' • the required price quotations as required by Supply Chain Management (SCM) regulation 1 7(a) & 
(c). 


61. The preference point system was not applied in ali procurement of goods and services above R30 
000 as required by section 2(a) of the Preferential Procurement Policy Framework Act and SCM 
regulation 28(1 )(a). 


62. Contracts and quotations were awarded to bidders who did not submit a declaration on whether 
they are employed by the state or connected to any person employed by the state, as required by 
SCM regulation 13(c) 

63. Awards were made to providers who are in the service of the municipality and/or whose directors 
or principal shareholders are in the service of the municipality in contravention of section 1 12(j) of 
the MFMA and SCM regulations 44. Furthermore the provider failed to declare that he/she was in 
the service of the municipality, as required by SCM regulation 13(c) 

64. Awards were made to providers who are in the service of other state institutions or whose 


directors or principal shareholders are in the service of other state institutions, in contravention of 
MFMA 1 1 2(j) and SCM regulations 44. Similar awards were identified in the prior year and no 
effective steps were taken to prevent or combat the abuse of the SCM process in accordance with 
SCM regulation 38(1) 

65. Sufficient appropriate audit evidence could not be obtained that contract and quotations were only 
awarded to providers whose tax matters have been declared by the South African Revenue 
Service to be in order as required by SCM regulation 43. 

66. Construction projects were not always registered with the Construction Industry Development 
Board (CIDB), as required by section 22 of the CIDB Act and CIDB regulation 18. 

Consequence management 

67. Unauthorised, Irregular and Fruitless and wasteful expenditure incurred by the municipality was 

not investigated to determine if any person is liable for the expenditure, as required by section 
32(2)(a)(ii) of the MFMA . ' 

68. The condonation of irregular expenditure was not approved by the appropriate relevant authority, 
as required by section 1 and 170 of the MFMA. 

Internal control 

69. I considered internal control relevant to my audit of the financial statements, annual performance 
report and compliance with legislation. The matters reported below are limited to the significant 
deficiencies that resulted in the basis for qualified opinion, the findings on the annual 
performance report and the findings on non-compliance with legislation included in this report. 


Leadership 

70. Management djd not sufficiently exercise its oversight responsibility to ensure that proper internal 
control procedures are developed and implemented that will enable the municipality to produce 
accurate and complete annual financial statements. The financial statements submitted had 
several misstatements which were subsequently corrected, but the uncorrected material 

Ri^i^misstaternents.an^ supporting. records that cpa!d.,pg;t;bef,proyid^,|^sulted1n thg^ m ci pality 

getting qualified. 

71 . Management does not sufficiently exercise its .oversight responsibility over performance reporting 
and compliance with laws and regulations anddnternal control. 

72. Management did not adequately establish and communicate approved policies and procedures to 
enable and support the understanding and execution of internal control objectives, processes and 
responsibilities. 

73. Management did not adequately develop and monitor the implementation of action plans to 
address internal control deficiencies. 

74. Management did not establish an information technology governance framework that supported 
and enabled the business, delivered value and improved performance. 









Financial and performance management 

75. Management did not implement sufficient proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information was accessible and available to support financial and 
performance reporting. 

76. Management did not adequately implement controls over daily and monthly processing and 
reconciling of transactions. 

77. Management did not sufficiently prepare regular, accurate and complete financial and 
performance reports that were supported and evidenced by reliable information. 

78. Management did not adequately review and monitor compliance with applicable laws and 
regulations. 

79. Management did not adequately design and implement formal controls over IT systems to ensure 
the reliability of the systems and the availability, accuracy and protection of information. 


Governance 

80. The municipality did not conduct adequate risk assessment as required by the Municipal Finance 
Management Act. The municipality did not identify risks relating to the achievement of financial 
and performance reporting objectives. Consequently, controls were not developed to prevent, 
detect and correct material misstatements in financial reporting and reporting on predetermined 
objectives. 

81 . Management did not ensure that the audit committee promoted accountability and service 
delivery through evaluating and monitoring responses to risks and providing oversight over the 
effectiveness of the interna! control environment, including financial and performance reporting 
and compliance with laws and regulations. 




Kimberley 
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Joe Morolong Local IVIunicipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 

Accounting Officer's Responsibilities and Approval 


The accounting officer is required by the Municipal Finance Management Act (Act 56 of 2003), to maintain adequate 
accounting records and is responsible for the content and integrity of the audited annual financial statements and related 
financial information included in this report. It is the responsibility of the accounting officer to ensure that the audited 
annual financial statements fairly present the state of affairs of the municipality as at the end of the financial year and the 
results of its operations and cash flows for the period then ended. The external auditors are engaged to express an 
independent opinion on the audited annual financial statements and are given unrestricted access to all financial records 
and related data. 

The audited annual financial statements have been prepared in accordance with Standards of Generally Recognised 
Accounting Practice (GRAP) including any interpretations, guidelines and directives issued by the Accounting Standards 
Board. 

The audited annual financial statements are based upon appropriate accounting policies consistently applied and 
supported by reasonable and prudent judgements and estimates. 

The accounting officer acknowledges that he is ultimately responsible for the system of internal financial control 
established by the municlpality and place con,sjderable importance on maintalning'a strong control environment. To enable 
the accounting ^officer to meet these responsibilities, the accounting officer sets standards for internal control aimed at 
reducing the risk of error or deficit in a cost effective manner. The standards include the proper delegation of 
responsibilities within a clearly defined framework, effective accounting procedures and adequate segregation of duties to 
ensure an acceptable level of risk. These controls are monitored throughout the municipality and all employees are 
required to maintain the highest ethical standards in ensuring the municipaiity's business is conducted in a manner that in 
all reasonable circumstances is above reproach. The focus of risk management in the municipality is on identifying, 
assessing, managing and monitoring all known forms of risk across the municipality. While operating risk cannot be fully 
eliminated,, the municipality endeavours to minimise it by ensuring that appropriate infrastructure, controls, systems and 
ethical behaviour are applied and managed within predetermined procedures and constraints. 

The accounting officer is of the opinion, based on the information and explanations given by management, that the system 
of internal control provides reasonable assurance that the financial records may be relied on for the preparation of the 
audited annual financial statements. However, any system of internal financial control can provide only reasonable, and 
not absolute, assurance against material misstatement or deficit. 

The accounting officer has reviewed the municipaiity’s cash flow forecast for the year to June 30, 2015 and, in the light of 
this review and the current financial position, he is satisfied that the municipality has or has access to adequate resources 
to continue in operational existence for the foreseeable future. 

The external auditors are responsible for independently reviewing and reporting on the municipality's audited annual 
financial statements. The audited annual financial statements have been examined by the municipality’s external auditors 
and their report is presented on page 6. 

■i:-The-audi{ 0 d 'arinaaLfinaR6ial .statements set out on pages6 to Tl.^which-have been prepared.on the- going concern; basis, 

were approved by the accounting officer and was signed by him: 


Mr, T.M. Bloom 

Municipal Manager (Accounting Officer) 
Joe Morolong Local Municipality 
Friday, August 29, 2014 


Joe Morolong Local Municipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 


Statement of Financial Position as at June 30, 2014 


Figures In Rand 



Notes 

2014 

2013 

Restated* 

Assets 






Current Assets 






Cash and cash equivalents 



9 

20,574,304 

2,008,111 

Inventories 



5 

1,961,682 

1,311,648 

Receivables from exchange transactions 



8 

23,976,432 

19,126,221 

Receivables from non-exchange transactions 



6 

1.245,014 

11,372,587 

VAT receivable 



7 

- 

5.284,058 

Total Current Assets 




47,757,432 

39,102,625 

Non-Current Assets 






Intangible assets 



4 

314,007 

- 

Property, plant and equipment 



3 

1,159,053,993 1.052,532.597 

Total Non-Current Assets 




1,159,368,000 1,052,532,597 

Total Assets 




1,207,125,432 1,091,635,222 

Liabilities 






Current Liabilities 






Bank overdraft 



9 

5.870,883 

4,576,564 

Other financial liabilities 



10 

627.492 

626,638 

Payables from exchange transactions 



13 

44.594,014 

90,855,498 

Provisions 



12 

692,967 

645,049 

VAT payable 



14 

526,114 

- 

Total Current Liabilities 




52,311,470 

96,703,749 

Non-Current Liabilities 






Other financial liabilities 



10 

2,309,959 

3,535,993 

Provisions 



12 

1,883,570 

1,551,210 

Total Non-Current Liabilities 




4,193,529 

5,087,203 

Total Liabilities 




56,504,999 

101,790,952 

Net Assets 




1,150,620,433 

989,844,270 

•; ... . ... .' .' ' ' . ..i 

.St.... 



iL'v |?C.. 


Net As^etS’^ - 






Accumulated surplus 




1,150.620.433 

989.844.270 



* See Note 42 
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Joe Moroiong Local Municipality 

(Registration number NC 451} - ‘ 

Audited Annual Financial Statements for the year ended June 30, 2014 


Statement of Financial Performance 


Figures in Rand 


Notes 

2014 

2013 

Restated* 

Revenue 





Revenue from exchange transactions 

Rental offacllities and equipment 


33 

99,655 

171,113 

Service charges 


19 

12,505,386 

17,231,914 

Other income 


23 

1.007,351 

2,627,224 

Interest received 


28 

259,686 

123,399 

Interest received (trading) 



3,726,728 

3,384,666 

Total revenue from exchange transactions 



17,598,806 

23,538,316 

Revenue from non-exchange transactions 

Taxation revenue 

Property rates- ■' 

• 

18 

3,370.642 

6,925,260 

Transfer revenue 

Grants & subsidies 


20 

201,729,305 

206,771,558 

Public contributions and donations 


21 

15,000 

668,745 

Total revenue from non-exchange transactions 



205,114,947 

214,365,563 

Totai revenue 


17 

222,713,753 

237,903,879 

Expenditure 

Bulk purchases 


36 

11,017,950 

8.926,463 

Contracted services 


34 

168,200 

82,111 

Debt impairment 


27 

2,336,145 

32,577,505 

Depredation and amortisation 


30 

24.326,278 

20,506,873 

Employee related costs 


25 

37,024,772 

27,974,272 

Finance costs 


31 

232,093 

95,644 

General expenses 


24 

43,138,991 

45.819,842 

Grants and subsidies paid 


35 

13,704,816 

115.727,061 

Remuneration of councillors 


26 

7,503,760 

6,718,185 

Repairs and maintenance 


29 

18,214,760 

11,683,146 

Total expenditure 



157,667,765 

270,111,102 

Operating surplus (deficit) 



65,045,988 

(32,207,223) 

Surplus (de#cit)' for the year ‘ - ■ ■ 

• . . . . I'* C' 


65,045,988' 

1(32,20^,223) 



* See Note 42 





Joe IVIoroiong Local Municipality 

(Registration number NC 451) "• 

Audited Annual Financial Statements for the year ended June 30, 2014 

Statement of Changes in Net Assets 


Figures in Rand 

Balance at July 01, 2012 
Changes In net assets 
Surplus for the year 
Prior year errors 

Total changes 

Opening balance as previously reported 
Adjustments 

Correction of errors - Note 42 

Restated* Balance at July 01, 2013 as restated* 
Changes in net assets 
Surplus for the year 

Total changes 

Balance at June 30, 2014 


Accumulated 

surplus 


Total net 
assets 


1,117,781,661 1,117,781,661 

(32,207,223) (32,207,223) 
(95,730,168} (95,730,168) 

(127,937,391) (127.937,391) 

1,082,842,694 f, 082, 842, 694 

,2.731,751 2,731,751 


1,085,574,445 1,085,574,445 

65.045.988 65,045,988 

65.045.988 65,045,988 
1,150,620,433 1,150,620,433 



Joe Morolong Local Municipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 


Cash Flow Statement 


Figures in Rand 

Notes 

2014 

2013 

Restated* 

Cash flows from operating activities 




Receipts 

Taxation 

Sale of goods and services 

Grants 

interest income 


5,284,058 
7,756,511 
201 .744.305 
259,686 

2,452,745 

28,269,500 

190,377,626 

123,399 



215,044,560 

221,223,270 

Payments 

Employee costs 

Suppliers ... 

Finance costs 

■n. 

(44,528,532) (34,692.457) 
(131.735.597) (182,238,624) 
(232,093) (95,644) 

(176,496,222) (217,026.725) 

Net cash flows from operating activities 

37 

38,548,338 

4,196,545 


Cash flows from investing activities 


Purchase of Property, Plant and Equipment 

Purchase of other intangible assets 

3 

4 

(130,778,735) (246,155,784) 
(314,007) 

Net cash flows from investing activities 


(131,092,742) (246,155,784) 

Cash flows from financing activities 




Repayment of other financial liabilities 


(627,093) 

(610,890) 

Net cash flows from financing activities 


(627,093) 

(610,890) 

Net increase/(decrease) in cash and cash equivalents 

Cash and cash equivalents at the beginning of the year 


17,271,874 

(2,568,453) 

(15,861,220) 

13.292,767 

Cash and cash equivalents at the end of the year 

9 

14,703,421 

(2,568,453) f 


* See Note 42 
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Joe Morolong Local Municipality 

. (Registration number NC 451 ) . 

Audited Annual Financial Statements for the year ended June 30, 2014 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 


Approved 

Adjustments 

Final Budget 

Actual 

Difference 

Reference 


budget 



amounts on 

between final 


Figures in Rand 




comparable 

budget and 





basis 

actual 


Statement of Financial Performance 






Revenue 







Revenue from exchange 
transactions 







Service charges 

13,943,000 

878,000 

14,821,000 

12,505,386 

(2,315,614) 

51 

Rental of facilities and 
equipment 

66,000 

- 

66,000 

99,655 

33,655 


interest received (trading) 

74,700 

450,000 

524,700 

3,726,728 

3,202,028 

51 

Other incorne - (rollup) 

920,000 


920,000 

1,007,351 

S7,351 


interest received - investment 

- 

193,000 

193,000 

259,686 

66,686 


Total revenue from exchange 
transactions 

15,003,700 

. 1,521,000 

- 16,524,700 

17,598,806 

1,074,106 


Revenue from non-exchange 
transactions 







Taxation revenue 

Property rates 

11,684,000 


11,684,000 

3,370,642 

(8,313,358) 

51 

Government grants & subsidies 

94,721,000 

4,809,000 

99,530,000 

201,729,305 

102,199,305 

51 

Transfer revenue 

Public contributions and 
donations 

- 


" 

15.000 

15,000 


Total revenue from non- 
exchange transactions 

106,405,000 

4,809,000 

111,214,000 

205,114,947 

93,900,947 


Total revenue 

121,408,700 

6,330,000 

127,738,700 

222,713,753 

94,975,053 


Expenditure 

Personnel 

(35,713,000) 

1,256,000 

(34,457,000) 

(37,024,772) 

(2,567,772) 

51 

Remuneration of councillors/.. ,, ... 

(^,438,000) 

1 .072,000 

(6,366,000) 

. ,,(7,503.,760) 

(1,137,760) 

51 

Daprecja.tiqn and amortisation 

(5,615,00,0). 

2,^5,000 

js.oopjpooi.. 

,424,3;26.278), 

(21,326,278) 


Finance costs 

{9oo;o66) 

61 ,000 

(839,000) 

(^2.093) 

606, '907 ■ 


Debt impairment 

(170,000) 

- 

(170,000) 

(2,336,145) 

(2,166,145) 

51 

Repairs and maintenance 

. - - 



(18,214,760) 

(18,214,760) 

51 

Bulk purchases 

(11,006,000) 

700,000 

(10,306,000) 

(11,017,950) 

(711,950) 


Contracted Services 

(6,106,000) 

(4,994,000) 

(11,100,000) 

(168,200) 

10,931,800 

51 

Grants and subsidies paid 




(13,704,816). 

(13,704,816) 

51 

General Expenses 

(32,750,000) 

(16,267,000) 

(49,017,000) 

(43,138,991) 

5,878,009 

51 

Total expenditure 

(99,638,000) 

(15,557,000) (115,255,000) 

(157,667,765) 

(42,412,765) 


Operati ng 

^,710,700 

(9,227;00d) 

1^483;7d0" 

65,045,988" 

■■■ "5^62;288 


Transfers recognised - capital 

60,224,000 . 

38,274,000 

98,498,000 

- 

(98,498,000) 

51 

Contributions 

- 

8,579,000 

8,579,000 

- 

(8,579,000) 

51 


60,224,000 

46,853,000 

107,077,000 

- 

(107,077,000) 


Surplus before taxation 

81,934,700 

37,626.000 

119,560,700 

65,045,988 

(54,514,712) 


Actual Amount on Comparable 
Basis as Presented in the 
Budget and Actual. 

Comparative Statement 

81,934,700 

37,626,000 

119,560,700 

65,045,988 

(54,514,712) 
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Joe Morolong Local Municipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 


Statement of Comparison of Budget and Actual Amounts 


Budget on Cash Basis 


Approved 

Adjustments Final Budget Actual 

Difference Reference 


budget 

amounts on 

between final 



comparable 

budget and 

Figures in Rand 


basis 

actual 


Statement of Financial Position 







Assets 







Current Assets 







Inventories 

- 

1,326,000 

1,326,000 

1,961.682 

635,682 

.51 

Call investment deposits 

- 

89,000 

89,000 

- 

(89,000) 


Receivables from non-exchange 

- 

- 

- 

1,245,014 

1,245,014 


transactions 







Consumer debtors 

25,457,000 

- 

25,457,000 

23,976,432 

(1,480,568) 


Other, (debtors 

66,000 


66,000 


. (66,000) 


Cash and cash equivalents 

30,000 

3,001,000 

3,031,000 

20,574,304 

\7, 543, 304 

51 


25,553,000 

4,416,000 

29,369,000 

47,757,432 

17,788,432 


Non-Current Assets 







Property, plant and equipment 

80,191,000 

896,255,000 

976,446,000 

1,159,053,993 

182,607,993 

51 

Intangible assets 

90,000 

360,000 

450,000 

314,007 

(135,993) 



80,281,000 

896,615,000 

976,896,000 

1,159,368,000 

182,472,000 


Total Assets 

105,834,000 

901,031,000 1,006,865,000 

1,207,125,432 

200,260,432 


Liabilities 







Current Liabilities 







Other financial liabilities 

784,000 

- 

784,000 

627,492 

(156,508) 


Payables from exchange 

7,150,000 

12,073,000 

19,223,000 

44,594,017 

25,371,017 

51 

transactions 






- 

VAT payable 

. 

- 

- 

526.114 

526,114 


Provisions- ■- 

4,706,000 

4,000.000 

8,706,000 

692,967 

(8,013,033) 

51 

Bank overdraft 

- 

- 

- 

5,870,883 

5,870,883 

51 


12,640,000 

16,073,000 

28,713,000 

52.311,473 

23,598,473 


' Non-Cun ent Liabilities . •( 


V rv- . 





Other financial liabilities 

5,744,000 

2.006,000 

7,750,000 

2,309,959 

(5,440,041) 

51 ■' ■■ 

Provisions 

3,915,000 

- 

3,915,000 

1,883,570 

(2,031,430) 

51 


9,659,000 

2,006,000 

11,665,000 

4,193,529 

(7,471,471) 


Total Liabilities 

22,299,000 

18,079,000 

40,378,000 

56,505,002 

16,127,002 


Net Assets 

83,535,000 

882,952,000 

966,487,000 1,150,620,430 

184,133,430 • 



Net Assets 

Net Assets Attributable to ' ' 

Owners of Controlling Entity 

Reserves 

Accumulated surplus 83,535,000 882,952,000 966,487,000 1,150,620,430 184,133,430 
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Joe iVlorolong Local Municipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 

Accounting Policies 


1. Presentation of Audited Annual Financial Statements 

The audited annual financial statements have been prepared in accordance with the Standards of Generally 
Recognised Accounting Practice (GRAP), Issued by the Accounting Standards Board in accordance with Section 
1 22(3) of the Municipal Finance Management Act (Act 56 of 2003), 

These audited annual financial statements have been prepared on an accrual basis of accounting and are In 
accordance -With, historical cost, convention as the basis of measurement,, unless specified otherwise. They are 
presented in South African Rand and amounts are rounded off to the nearest Rand. 

A summary of the significant accounting policies, which have been consistently applied in the preparation of these 
audited annual financial statements, are disclosed below. 

These accounting policies are consistent with the previous period, 

) 1.1 Presentation currency- ^ 

■* ■■ ' 

These audited annual financial statements are presented in South African Rand, which is the functional currency of the 
.. municipality, 

1.2 Going concern assumption 

These audited annual financial statements have been prepared based on the expectation that the municipality will 
continue to operate as a going concern for at least the next 12 months. 

1 .3 Significant judgements and sources of estimation uncertainty 

In preparing the audited annual financial statements, management is required to make estimates and assumptions 
that affect the amounts represented in the audited annual financial statements and related disclosures. Use of 
available information and the application of judgment is inherent in the formation of estimates. Actual results in the 
future could differ from these' estimates which'may be material to the audited annual financial statements. Significant 
Judgements include: 

Trade receivables / Held to maturity investments and/or loans and receivables 

The municipality assesses its trade receivables and loans and receivables for impairment at the end of each reporting 
period. In determining whether an impairment loss should be recorded in surplus or deficit, the surplus makes 
judgements as to whether there is observable data indicating a measurable decrease in the estimated future cash 
) flows from a financial asset. 

: —.The.. impairmervMoF’ trade- receivables, -held to -maturity- Investrne.nts and loans and .receivables is. calculated-on: . 

portfolio basis, based on historical loss ratios, adjusted for national and Industry-specific economic conditions and 
other indicators present at the reporting date that correlate with defaults on the portfolio. These annual loss ratios are 
applied to loan balances in the portfolio and scaled to the estimated loss emergence period. 

Allowance for slow moving, damaged and obsolete stock 

An allowance for stock to write stock down to the lower of cost or net realisable value. Management have made 
estimates of the selling price and direct cost to sell on certain inventory items. The write down is included in the 
operation surplus note. 

Fair value estimation 

The carrying value less impairment provision of trade receivables and payables are assumed to approximate their fair 
values. The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual 
cash flows at the current market interest rate that is available to the municipality for similar financial instruments. 



Joe Morolong Local Municipality 

(Registration number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 

Accounting Policies 


1 .3 Significant judgements and sources of estimation uncertainty (continued) 

Impairment testing 

The recoverable amounts of cash-generating units and individual assets have been determined based on the higher 
of value-in-use calcuiations and fair values iess costs to sell. These calculations require the use of estimates and 
assumptions. It is reasonably possible that the [name a key assumption] assumption may change which may then 
impact our estimations and may then require a material adjustment to the carrying value of goodwill and tangible 
assets. 

Provisions 

Provisions were raised and management determined an estimate based on the information available. Additional 
disclosure of these estimates of provisions are included in note 12 - Provisions. 

Useful lives and residual values 

The municipality reassesses the useful lives and residual values of property, plant and equipment, investment 
property and intangible assets on an annual basis, in reassessing the useful lives and residual values of property, 
plant and equipment, investment property and intangible assets management considers the condition and use of the 
individual assets, and base it on industry knowledge, to determine the remaining period over which the asset can and 
will be used and the residual value. 

Long service awards 

The long service awards liability arises from the municipality being a party to the Collective Agreement on Conditions 
of Service for Northern Cape Division of SALGBC. The long service awards plan is a defined benefit plan accounted 
for in terms of GRAP 

Effective interest rate 

The municipality uses an appropriate interest rate, taking into account guidance provided in the accounting 
standards, and applying professional judgement to the specific circumstances, to discount future cash flows. 


Allowance for doubtful debts 

On debtors an impairment loss is recognised in surplus and deficit when there is objective evidence that it is 
impaired. The impairment is measured as the difference between the debtors carrying amount and the present value 
of estimated future cash flows discounted at the effective interest rate, computed at initial recognition. 

( 

1.4 ^ Propertyy plant and equipment/ r^ ■■ ■’•; ■. ■/••• ■’ ■■ ■'/ ^ , ..... . 

Property, plant and equipment are tangible non-current assets (including infrastructure assets) that are held for use in the 
production or supply of goods or services, rental to others, or for administrative purposes, and are expected to be used 
during more than one period. ^ 

The cost of an item of property, plant and equipment is recognised as an asset when: 

• it is probable that future economic benefits or service potential associated with the item will flow to the 
municipality: and 

* the cost of the item can be measured reliably. 


Property, plant and equipment is initially measured at cost. 

The cost of an item of properly, plant and equipment is the purchase price and other costs attributable to bring the asset 
to the location and condition necessary for it to be capable of operating in the manner intended by management. Trade 
discounts and rebates are deducted in arriving at the cost. 

Where an asset is acquired through a non-exchange transaction, its cost is its fair value as at date of acquisition. 

Where an item of property, plant and equipment is acquired in exchange for a non-monetary asset or monetary assets, 
or a combination of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If 
the acquired item's fair value was not determinable, it's deemed cost is the carrying amount of the asset(s) given up. 
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Joe Morolong Local Municipality 

(Registration number NC 451) - 

Audited Annual Financial Statements for the year ended June 30, 2014 ‘ 

Accounting Policies 


1.4 Property, plant and equipment (continued) 

When significant components of an item of property, plant and equipment have different useful lives, they are accounted 
for as separate items (major components) of property, plant and equipment. 

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and costs incurred 
subsequently to add to, replace part of, or service it. If a replacement cost is recognised in the carrying amount of an 
item of property, plant and equipment, the carrying amount of the replaced part is derecognised. .. 

Recognition of costs in the carrying amount of an item of property, plant and equipment ceases when the item is in the 
location and condition necessary for it to be capable of operating in the manner Intended by management. 

Major spare parts and stand by equiprnent which are expected to be used for more than one period are included in 
property, plant and equipment In addition, spare parts and stand by equipment which can only be used in connection 
with an item of property, plant and equipment are accounted for as property, plant and equipment 

Major inspection costs which are- a condition of continuing use of an item of property, plant and equipment and which 
meet the recognition criteria above are included as a replacement in the cost of the item of property, plant and 
equipment. Any remaining inspection costs from the previous inspection are derecognised. 

Subsequently all property, plant and equipment are carried at cost less accumulated depreciation and any impairment 
losses. 

Property, plant and equipment are depreciated on the straight line basis over their expected useful lives to their estimated 
residual value. 

The useful lives of items of property, plant and equipment have been assessed as follows: 

Item 
Buildings 
Improvements 
Plant and machinery 

• Specialist plant and equipment 

• Other plant and equipment 
Furniture and fixtures 

• Office equipment 

• Furniture and Fittings 
Motor vehicles 

• Specialist vehicles 

• other vehicles 

• ■ Roads and paving 

• Pedestrian mails 

• Electricity 
Community 

• Community facilities 

• Recreational facilities 

Items of property, plant and equipment are derecognised when the asset is disposed of or when there are no further 
economic benefits or service potential expected from the use of the asset. 

The gain or loss arising from the derecognition of an item of property, plant and equipment is included in surplus or 
deficit when the item is derecognised. The gain or loss arising from the derecognition of an item of property, plant and 
equipment is determined as the difference between the net disposal proceeds, if any, and the carrying amount of the 
item. 


Average useful life 
25-30 . 

25-30 

10-15 

2- 15 

3- 15 
5-15 

10-15 

■'■5--15 

10-100 

15-30 

15-60 

25-30 ■ 

15-30 
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1.5 Intangible assets 

An asset is identifiable if it either; 

• Is separable, i.e. is capable of being separated or divided from an entity and sold, transferred, licensed, rented 
or exchanged, either individually or together with a related contract, identifiable assets or liability, regardless of 
whether the entity intends to do so; or 

• arises from binding arrangements (including rights from contracts), regardless of whether those rights are 
transferable.or separable from the municipality or from other rights and obligations. 

An intangible asset is recognised when: 

• it is probable that the expected future economic benefits or service potential that are attributable to the asset will 
flow to the municipality; and 

• the cost or fair value of the asset can be measured reliably. 

Where an intangible asset is acquired through a non-exchange transaction, its initial cost at the date of acquisition is 
measured at its fair value as at that date. 

Expenditure on research (or on the research phase of an internal project) is recognised as an expense when it is ’ 
Incurred. 

An intangible asset arising from development (or from the development phase of an internal project) is recognised 
when: 

• it is technically feasible to complete the asset so that it will be available for use or sale. 

• there is an intention to complete and use or sell it. 

• there is an ability to use or sell it. 

• it will generate probable future economic benefits or service potential. 

• there are available technical, financial and other resources to complete the development and to use or sell the 
asset. 

• the expenditure attributable to the asset during Its development can be measured reliably. 

intangible assets are carried at cost less any accumulated amortisation and any impairment losses. 

An intangible asset is regarded as having an indefinite useful life when, based on alt relevant factors, there is no 
foreseeable limit to the period over which the asset is expected to generate net cash inflows or service potential. 
Amortisation is not provided for these intangible assets, but they are tested for impairment annually and whenever there 
is an indication that the asset may be impaired. For all other intangible assets amortisation is provided on a straight line 
basis over their useful life. 

The amortisation period and the amortisation method for intangible assets are reviewed at each reporting date. 

i 

Reass essing-the-useful life of an intangible asset. with a finiteai'seful life after it was classified as indefinite is. an indicator - 
that the asset may be impaired. As a result the asset is tested for Impairment and the remaining carrying amount is 
amortised over its useful life. 

Internally generated brands, mastheads, publishing titles, customer lists and items similar in substance are not 
recognised as intangible assets. 

Amortisation is provided to write down the intangible assets, on a straight line basis, to their residual values as follows: 
Item 

- - Computer software 

1.6 Financial instruments 

A financial instrument is any contract that gives rise to a financial asset of one municipality and a financial liability or 
a residual interest of another municipality. 

The amortised cost of a financial asset or financial liability is the amount at which the financial asset or financial 
liability is measured at initial recognition minus principal repayments, plus or minus the cumulative amortisation 
using the effective interest method of any difference between that Initial amount and the maturity amount, and minus 
any reduction (directly or through the use of an allowance account) for impairment or uncollectibility. 


Useful life 

- 2 years • 
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1.6 Financial instruments (continued) 

A concessionary ioan is a loan granted to or received by an municipality on terms that are not market related. 

Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to 
discharge an obligation. 

Currency risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in foreign exchange rates. 

Derecognition is the removal of a previously recognised financial asset or financial liability from an municipality’s 
statement of financial position.' ' ; ' 

A derivative is a financiai instrument or other contract with all three of the following characteristics: 

• Its value changes in response to the change in a specified interest rate, financiai instrument price, commodity 
price, foreign exchange rate, Index of prices or rates, credit rating or credit index, or other variable, provided in 
the case of a non-finsncial variable that the variable is not specific to a party to the contract (sometimes called.,’! - 
the ‘underlying’). 

• It requires no initial net investment or an initial net investment that is smaller than would be required for other 
types of contracts that would be expected to have a similar response to changes in market factors. 

• It is settled at a future date. 

A financiai asset is: 

• cash; 

• a residual interest of another entity; or 

• a contractual right to: 

receive cash or another financial asset from another entity; or 

exchange financial assets or financial liabilities with another entity under conditions that are potentialy 
favourable to the entity. 

A financial liability is any liability that is a contractual obligation to: 

• deliver cash or another financial asset to another entity: or 

• exchange financial assets or financial liabilities under conditions that are potentially unfavourable to the entity. 
Classification 

The entity has the following types of financial assets (classes and category) as reflected on the face of the statement 
of financiai position or in the notes thereto: 


.Class, 

Loans and receivables 
Cash and cash equivalents 




, • ^ . cjitegory: ^ .. . .. .... . 

Financial asset measured at amortised cost 
Financial asset measured at amortised cost 


The entity has the following types of financiai liabilities (classes and category) as reflected on the face of the 
statement of financial position or in the notes thereto: 


Class Category 

Long term liabilities Financial liability measured at amortised cost 

...Trade and other payables Financial liability measured at amortised cost 

Consumer deposits Financial liability measured at amortised cost 

Initial recognition 

The entity recognises a financial asset or a financial liability in its statement of financial position when the entity 
becomes a party to the contractual provisions of the instrument. 


16 


Joe Morolong Local Municipality 

(Registration number NC 451) ' ' 

Audited Annual Financial Statements for the year ended June 30, 2014 

Accounting Policies 


1.6 Financial instruments (continued) 

Subsequent measurement of financial assets and financial liabilities 
Financial assets 

Held'to-maturity investments are initially measured at fair value plus transaction costs that are directly attributable to 
the acquisition or issue of the financial asset. Subsequently, these assets are measured at amortised cost using the 
effective interest method less any impairment, with revenue recognised on an effective yield basis. 

Loans and receivables are initially measured at fair value plus transaction costs that are directly attributable to the 
acquisition or issue of the financial asset Subsequently, these assets are measured at amortised cost using the 
effective interest rate method less any impairment, with interest recognised on an effective yield basis. 

Financial assets at fair value are Initially and subsequently, at the end of each financial year, measured at fair value 
with the gain or loss being recognised in the statement of financial performance. 

Avaliable-for-sale assets are initially measured at fair value plus directly attributable transaction costs. They are 
subsequently measured at fair value with unrealised gains or losses recognised directly in equity until the investment 
is derecognised, at which time the cumulative gain or loss recorded in equity is recognised in the statement of 
financial performance, or determined to be impaired, at which time the cumulative loss recorded In equity is 
recognised in the statement of financial performance. 

Financial liabilities 

Financial liabilities that are measured at fair value through profit or loss are stated at fair value, with any resulted gain or 
loss recognised in the statement of financial performance. 

Financial liabilities held at amortised cost are initially measured at fair value, net of transaction costs. Trade and other 
payables, interest bearing debt including finance lease liabilities, non-interest bearing debt and bank borrowings are 
subsequently measured at amortised cost using the effective interest rate method. Interest expense is recognised in the 
statement of financial performance by applying the effective interest rate. 

Bank borrowings, consisting of interest-bearing short-term bank loans, repayable on demand and overdrafts are recorded 
at the proceeds received. Finance costs are accounted for using the accrual basis and are added to the carrying amount 
of the bank borrowing to the extent that they are not settled in the period that they arise. 

Gains and losses 

A gain or loss arising from a change in the fair value of a financial asset or financial liability measured at fair value is , 
. ..recognised in surplus or deficit.n - .• 

For financial assets and financial liabilities measured at amortised cost or cost, a gain or loss Is recognised in surplus 
or deficit when the financial asset or financial liability is derecognised or impaired, or through the amortisation 
process. 

Impairment and uncollectibility of financial assets 

The entity assess at the end of each reporting period whether there is any objective evidence that a financial asset or 
group of financial assets is impaired. 
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1.6 Financial instruments (continued) 

Available-for-saie financial assets 

When a decline in the fair value of an avaiiable-for-sale financial asset has been recognised directly In net assets and 
there is objective evidence that the asset is impaired, the cumulative loss that had been recognised directly in net 
assets shall be removed and recognised in the statement of financial performance even though the financial asset 
has not been derecognised. The amount of the cumulative loss that is removed from net assets and recognised in the 
staternent of financial performance is the difference between the acquisition cost (net of any principal repayment and 
amortisation) and current fair value, less any impairment loss on that financial asset previously recognised in 
.statement of financial performance, impairment losses recognised in the statement of financial performance for an 
investment in an equity instrument classified as avaiiable-for-sale are not reversed through the statement of financial 
performance. 

If, in a subsequent period, the fair value of a debt instrument classified as available-forsale increases and the 
increase can be objectively related to an event occurring after the impairmeht loss is recognised in the statement of 
financial performancev''the‘ impairment loss must- be reversed, with the amount of the reversal recognised im-the/ • 
statement of financial performance. 

Financial Assets carried at amortised cost 

Accounts receivable encompass long-term debtors, consumer debtors and other debtors. 

Initially accounts receivable are valued at fair value and subsequently carried at amortised cost using the effective 
interest rate method. An estimate is made for doubtful debt based on past default experience of all outstanding 
amounts at year-end. Bad debts are written off the year in which they are identified as Irrecoverable. Amounts 
receivable within 12 months from the date of reporting are classified as current. 

An allowance for impairment of accounts receivable is established when there is objective evidence that the 
municipality will not be able to collect all amounts due according to the original terms of receivables. The provision is 
made in accordance with iAS whereby the recoverability of accounts receivable is assessed individually and then 
collectively after grouping the assets in financial assets with similar credit risks characteristics. The amount of the 
provision is the difference between the financial asset’s carrying amount and the present value of estimated future 
cash flows, discounted at the original effective interest rate. Future cash flows in a group of financial assets that are 
coliectively evaluated for impairrnent are estimated on the basis of historical loss experience for assets with credit risk 
characteristics similar to those in the group. Cash flows relating to shortterm receivables are not discounted where 
the effect of discounting is immaterial. 

Government accounts are not provided for as such accounts are regarded as receivable. 

s " ^-Theicari^Ing^afriount oMhe financial '^assdttis -fgdQc^d - by the impairment loss -directlFfor ailTi nanciaKassete.- with. Ifi e : . 
exception of consumer debtors, where the carrying amount is reduced through the use of an allowance account. 
When a consumer debtor is considered uncollectible, it is written off against the allowance account. Subsequent 
recoveries of amounts previously written off are credited against the allowance account. Changes in the carrying 
amount of the allowance account are recognised in the statement of financial performance. 

With the exception of available-for-saie equity instruments, if. in a subsequent period, the amount of the impairment 
loss decreases and the decrease can be related objectively to an event occurring after the Impairment was 
recognised, the previously recognised impairment loss is reversed through the statement of financial performance to 
the extent that the carrying amount of the investment at the date the impairment is reversed does not exceed what the 
- amortised cost would have been had the impairment not been recognised. - - - 
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1,6 Financial instruments (continued) 

Derecognition 
Financial assets 

The entity derecognises a financial asset only when; 

• the contractual rights to the cash flows from the financial asset expire, are settled or waived; 

® the entity transfers to another party substantially all of the risks and rewards of ownership of the financial asset; 
or 

® the entity, despite having retained some significant risks and rewards of ownership of the financial asset, ^ has 
transferred control of the asset to another party and the other party has the practical ability to sell the asset in its 
entirety to an unrelated third party, and is able to exercise that ability unilaterally and without needing to impose 
additional restrictions on the transfer. In this case, the entity : 

- derecognise the asset; and 

recognise separately any rights and obligations created or retained in the transfer. 

If a transfer does not result in derecognition because the entity has retained substantially all the risks and rewards of 
ownership of the transferred asset, the entity continue to recognise the transferred asset in its entirety and recognise 
a financial liability for the consideration received. !n subsequent periods, the entity recognises any revenue on the 
transferred asset and any expense incurred on the financial liability. Neither the asset, and the associated liability nor 
the revenue, and the associated expenses are offset. 

Financial liabilities 

The entity removes a financial liability (or a part of a financial liability) from its statement of financial position when it 
is extinguished — i.e. when the obligation specified in the contract is discharged, cancelled, expires or waived. 

The municipality transfers a financial asset if either it transfers the contractual rights to receive the cash flows of the 
financial asset or it retains the contractual rights to receive the cash flows of the financial asset. 

The municipality recognises the difference between the carrying amount of the financial liability (or part of a financial 
liability) extinguished or transferred to another party and the consideration paid, including any non-cash assets 
transferred or liabilities assumed, in the statement of financial performance. 

Presentation 

Interest relating to a financial instrument or a component that is a financial liability is recognised as revenue or 
expense in surplus or deficit. 

:,C; tossid.i’lid'Xiains.ifelatin'g to a.financiakinstru merit op, a-, component that is a linapcial lidbiHtyJ.STecp.gDis.ed. as. revenue •■■■■. • 
or expense in surplus or deficit 

A financial asset and a financial liability are only offset and the net amount presented in the statement of financial 
position when the entity currently has a legally enforceable right to set off the recognised amounts and intends either 
to settle on a net basis, or to realise the asset and settle the liability simultaneously. 

In accounting for a transfer of a financial asset that does not qualify for derecognition, the entity does not offset the 
transferred asset and the associated liability. 
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1 .7 Leases 


A lease is classified as a finance lease if it transfers substantially all the risks and rewards incidental to ownership. A 
lease is classified as an operating lease if it does not transfer substantially all the risks and rewards incidental to 
ownership. 

When a lease includes both land and buildings elements, the entity assesses the classification of each element 
separately. 

Finance leases - lessee 


Finance leases are recognised as assets and liabilities in the statement of financial position at amounts equal to the 
fair value of the leased property or, if lower, the present value of the minimum lease payments. The corresponding 
liability to the lessor is included in the statement of financial position as a finance lease obligation. 

The discount rate used in calculating the present value of the minimum lease payments is the interest rate implicit In 
the lease, t;'- 



Minimum lease payments are apportioned between the finance charge and reduction of the outstanding liability. The | 

finance charge is allocated to each period during the lease term so as to produce a constant periodic rate of on the | 

remaining balance of the liability, [ 

I 

[ 

Subsequent to initial recognition, the leased assets are accounted for in accordance with the stated accounting i 

policies applicable to property, plant, equipment or intangibles. The lease liability is reduced by the lease payments, j 

which are allocated between the lease finance cost and the capital repayment using the effective interest rate method. | 

Lease finance costs are expensed when incurred. The accounting policies relating to derecognition of financial | 

instruments are applied to lease payables. The lease asset is depreciated over the shorter of the asset's useful life or ; 

the lease term. ; 

\ 

Any contingent rents are expensed in the period in which they are incurred. j 

! 

Operating leases - lessor j 


Operating lease revenue is recognised as revenue on a straight-line basis over the lease term. 
Operating leases - lessee 


Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The difference 
between the amounts recognised as an expense and the contractual payments are recognised as an operating lease 
.asset or liabiiity,^^ ^ ... . . v-. v - : 

In the event that lease incentives are received to enter into operating leases, such incentives are' recognised as a 
liability. The aggregate benefit of incentives is recognised as a reduction of rental expense on a straight-line basis, 
except where another systematic basis is more representative of the time pattern in which economic benefits from the 
leased asset are consumed. 



1,8 Inventories 

Inventories are initially measured at cost except where inventories are acquired through a non-exchange transaction, 
then their costs are their fair value as at the date of acquisition. 

Subsequently inventories are measured at the lower of cost and net realisable value. 

• i 

i 

Inventories are measured at the lower of cost and current replacement cost where they are held for; 

• distribution at no charge or for a nominal charge; or i 

• consumption in the production process of goods to be distributed at no charge or for a nominal charge. I 


Net realisable value is the estimated selling price in the ordinary course of operations less the estimated costs of 
completion and the estimated costs necessary to make the sale, exchange or distribution. 


Current replacement cost is the cost the municipality incurs to acquire the asset on the reporting date. 
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1.8 Inventories (continued) 

The cost of inventories comprises of all costs of purchase, costs of conversion and other costs incurred in bringing 
the inventories to their present location and condition. 

The cost of inventories of items that are not ordinarily interchangeable and goods or services produced and 
segregated for specific projects is assigned using specific identification of the individual costs. 

The cost of inventories is assigned using the first-in, first-out (FIFO) formula. The same cost formula Is used for all 
inventories having a similar nature and use to the municipality. 

When inventories are sold, the carrying amounts of those inventories are recognised as an expense in the period in 
which the related revenue is recognised. If there is no related revenue, the expenses are recognised when the goods 
are distributed, or related services are rendered. The amount of any write-down of Inventories to net realisable value 
or current replacement cost and all losses of inventories are recognised as an expense in the period the write-down or 
loss occurs. The amount of any reversal of any write-down of inventories, arising from an increase in net realisable 
.value or current ••replacement cost, are recognised as a reduction in the amount of inventories recognised as an • 
expense in the period in which the reversal occurs. 

Direct costs relating to properties that will be sold as inventory are accumulated for each separately identifiable 
development. 

Subsequent measurement 

Consumable stores, raw materials, work-in-progress and finished goods 

Consumable stores, raw materials, work-in-progress and finished goods are valued at the lower of costand net realisable 
value, in general, the basis of determining cost is the weighted average cost of commodities. If inventories are to be 
distributed at no charge or for a nominal charge, they are valued at the lower of cost and current replacement cost. 

Water inventory 

Water is regarded as inventory when the municipality purchases water in bulk with the intention to resell it to the 
consumers or to use it internally, or where the municipality has incurred purification costs on water obtained from natural 
resources (rain, rivers, springs, boreholes, etc). However, water In dams, that are filled by natural resources and that has 
not yet been treated, that is under the control of the municipality but cannot be measured reliably as there is no cost 
attached to the water, is therefore not recognised in the statement of financial position. 

The basis of determining the cost of water purchased and not yet sold at reporting date comprises all costs of purchase, 
cost of conversion and other costs incurred in bringing the inventory to its present location and condition, net of trad a 
. .. di scoUntf;andv,rebat@s;y, ^ r. : . .. .. ^ ^ .... h' ^ 

Water and purified effluent are valued by using the first-in-fIrst-out method, at the lowest of purified cost and net 
realisable 

value, insofar as it is stored and controlled in reservoirs at year-end. 

Unsold properties 

Unsold properties are valued at the lower of cost and net realisable value on a weighted average cost basis. Direct costs 
are accumulated for each separately identifiable development. Cost also includes a portion of overhead costs, if this 
. relates to development. 
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1.8 Inventories (continued) 

Other Arrangements 

Redundant and slow-moving inventories are identified and written down from cost to net realisable value with regard to 
their estimated economic or realisable values and sold by public auction. Net realisable value is the estimated selling 
price in the ordinary course of business, less applicable variable selling expenses. Differences arising on the valuation of 
inventory are recognised in the statement of financial performance in the year in which they arise. The amount of any 
reversal of any writedown of inventories arising from an increase in net realisable value or current replacement cost is 
recognised as a reduction in the amount of inventories recognised as an expense in the period in which the reversal 
occurs. . _ . 

The carrying amount of inventories is recognised as an expense in the period that the inventory was sold, distributed, 
written off or consumed, unless that cost qualifies for capitalisation to the cost of another asset. 

* 1.9 Construction contracts and receivables 

Construction contract is a contract, or a similar binding arrangement, specifically negotiated for the construction of an 
asset or a combination of assets that are closely interrelated or interdependent in terms of their design, technology 
and function or their ultimate purpose or use. 

Contractor is an entity that performs construction work pursuant to a construction contract. 

Cost plus or cost based contract Is a construction contract in which the contractor is reimbursed for allowable or 
otherwise defined costs and, in the case of a commercially-based contract, an additional percentage of these costs or 
a fixed fee, if any. 

Fixed price contract is a construction contract in which the contractor agrees to a fixed contract price, or a fixed rate 
per unit of output, which in some cases is subject to cost escalation clauses. 

A contractor is an entity that enters into a contract to build structures, construct facilities, produce goods, or render 
services to the specifications of another entity either itself or through the use of sub-contractors. The term “contractor" 
thus includes a general or prime contractor, a subcontractor to a genera! contractor, or a construction manager. 

Where the outcome of a construction contract can be estimated reliably, contract revenue and costs are recognised 
by reference to the stage of completion of the contract activity at the reporting date, as measured by . 

Variations in contract work, claims and incentive payments are included to the extent that they have been agreed with 
/ the customer. 

.^...j^.a/yheir4he'^utcomet.oT^a' constructidhobontract cannot, b©.. estimated reliably,- contract ^feveDUejjs- iscognised. to-The's^Hf 
extent that contract costs incurred are recoverable. Contract costs are recognised as an expense in the period in 
which they are incurred. 

When it is probable that total contract costs will exceed total contract revenue, the expected deficit is recognised as 
an expense immediately, 

1,10 Impairment of cash-generating assets 

Cash-generating, assets are those assets held by the municipality with the primary objective of generating a 

commercial return. When- an asset is deployed in -a manner consistent with that adopted by a profit-orientated entity, 

it generates a commercial return. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting 
any accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows 
from other assets or groups of assets. 
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1.10 Impairment of cash-generating assets (continued) 

Costs of disposal are incrementai costs directly attributable to the disposal of an asset, excluding finance costs and 
income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset in an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 

Recoverable amount of an asset or a cash-generating unit is the higher its fair value less costs to sell and its value in 
use. 

Useful life is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish cash-generating assets from non-cash-generating assets are as 
follow; 

Identification 

When the carrying amount of a cash-generating asset exceeds its recoverable amount, it Is impaired. 

The municipality assesses at each reporting date whether there is any indication that a cash-generating asset may be 
impaired, if any such indication exists, the municipality estimates the recoverable amount of the asset. 

Irrespective of whether there is any indication of impairment, the municipality also test a cash-generating intangible 
asset with an indefinite useful life or a cash-generating Intangible asset not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable amount. This impairment test is performed at the 
same time every year. If an intangible asset was Initially recognised during the current reporting period, that 
intangible asset was tested for impairment before the end of the current reporting period. 

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the cash- 
generating unit to which the asset belongs is determined. The recoverable amount of a cash-generating asset is the 
higher of its fair value less costs to sell and its value in use. 

Value in use 

Value in use of a cash-generating asset is the present value of the estimated future cash flows expected to be derived ( 
from: the.. continuing. .use of ■ani-a'ssebari'd'ffroiTivits'^dlsposal.at'the-end. of Its .useful .life. . ■■ 

When estimating the value in use of an asset, the municipality estimates the future cash inflows and outflows to be 
derived from continuing use of the asset and from its ultimate disposal and the municipaiity applies the appropriate 
discount rate to those future cash flows. 

Basis for estimates of future cash flows 

In measuring value in use the municipality: 

» base cash flow projections on reasonable and supportable assumptions that represent management’s best 
estimate of the range of economic conditions that will exist over the remaining useful life of the asset. Greater 
weight is given to external evidence; 

• base cash flow projections on the most recent approved financial budgets/forecasts, but excludes any estimated 
future cash inflows or outflows expected to arise from future restructuring's or from improving or enhancing the 
asset's performance. Projections based on these budgets/forecasts covers a maximum period of five years, 
unless a longer period can be justified; and 

• estimate cash flow projections beyond the period covered by the most recent budgets/forecasts by extrapolating 
the projections based on the budgets/forecasts using a steady or declining growth rate for subsequent years, 
unless an increasing rate can be justified. This growth rate does not exceed the long-term average growth rate 
for the products, industries, or country or countries in which the entity operates, or for the market in which the 
asset is used, unless a higher rate can be justified. 
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1.10 Impairment of cash-generating assets (continued) 

Discount rate 

The discount rate is a pre-tax rate that reflects current market assessments of the time value of money, represented 
by the current risk-free rate of interest and the risks specific to the asset for which the future cash flow estimates have 
not been adjusted. 

Recognition and measurement (individual asset) 

If the recoverable arnount of a cash-generating asset is less than its carrying amount, the carrying amount of the 
asset is reduced to its recoverable amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

When the amount estimated for an impairment loss is greater than the carrying amount of the cash-generating asset 
wto which- it relates, the municipality recognises a liability only to the extent that is a requirement in the Standard of . 
GRAP. 

After the recognition of an impairment loss, the depreciation (amortisation) charge for the cash-generating asset is 
adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual value (if 
any), on a systematic basis over its remaining useful life. 

Cash-generating units 

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the individual asset. 

If it is not possible to estimate the recoverable amount of the individual asset, the municipality determines the 
recoverable amount of the cash-generating unit to which the asset belongs (the asset's cash-generating unit). 

If an active market exists for the output produced by an asset or group of assets, that asset or group of assets is 
identified as a cash-generating unit, even if some or all of the output is used internally. If the cash inflows generated 
by any asset or cash-generating unit are affected by internal transfer pricing, the municipality use management's best 
estimate of future price(s) that could be achieved in arm's length transactions in estimating: 

• the future cash inflows used to determine the asset's or cash-generating unit's value in use; and 

• the future cash outflows used to determine the value in use of any other assets or cash-generating units that are 

affected by the internal transfer pricing. . , 

Cash-generating units are identified consistently from period to period for the same asset or types of assets, unless a 
change is justified. 

.. , ■ -.ifcrsThei cariying -.lamouMvofcat.Gash-generatii'ig'i u n itJs.-, determined . on ' a- basis ;-eonsistent-.witb/ihe. w.ay->the.recoverabIei^;.w^^^^^^ 
amount of the cash-generating unit Is determined. . . ■ 

An impairment loss is recognised for a cash-generating unit if the recoverable amount of the unit is less than the 
carrying amount of the unit. The impairment is allocated to reduce the carrying amount of the cash-generating assets 
of the unit on a pro rata basis, based on the carrying amount of each asset in the unit. These reductions in carrying 
amounts are treated as impairment losses on individual assets. 

In allocating an impairment loss, the entity does not reduce the carrying amount of an asset below the highest of: 

• its fair value less costs to sell (if determinable); 

• • Its value in use (if-determinable); and 

® " zero. ... 

The amount of the impairment loss that would otherwise have been allocated to the asset is allocated pro rata to the 
other cash-generating assets of the unit. 

Where a non-cash-generating asset contributes to a cash-generating unit, a proportion of the carrying amount of that 
non-cash-generating asset is allocated to the carrying amount of the cash-generating unit prior to estimation of the 
recoverable amount of the cash-generating unit. 
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1.10 Impairment of cash-generating assets (continued) 

Reversal of impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for a cash-generating asset may no longer exist or may have decreased. If any such indication exists, 
the entity estimates the recoverable amount of that asset. 

An impairment loss recognised in prior periods for a cash-generating asset is reversed if there has been a change in 
the estimates used to determine the asset's recoverable amount since the last impairment loss was recognised. The 
carrying amount of the asset Is increased to its recoverable amount. The increase is a reversal of an impairment loss. 

The increased carrying amount of an asset attributable to a reversal of an impairment loss does not exceed the 
carrying amount that would have been determined (net of depreciation or amortisation) had no impairment loss been 
recognised for the asset in prior periods. 

A reversal of an impairment loss for a cash-generating asset is recognised immediately in surplus or deficit. 

■. -4,. ■ r . . - •V ■' 

Any reversal of an impairment loss of a revalued cash-generating asset is treated as a revaluation increase. 

After a reversal of an impairment loss is recognised, the depreciation (amortisation) charge for the cash-generating 
asset is adjusted in future periods to allocate the cash-generating asset’s revised carrying amount, less its residual 
value (if any), on a systematic basis over its remaining useful life. 

A reversal of an impairment loss for a cash-generating unit is allocated to the cash-generating assets of the unit pro 
rata with the carrying amounts of those assets. These increases in carrying amounts are treated as reversals of 
Impairment losses for individual assets. No part of the amount of such a reversal is allocated to a non-cash- 
generating asset contributing service potential to a cash-generating unit. 

in allocating a reversal of an Impairment loss for a cash-generating unit, the carrying amount of an asset is not 
Increased above the lower of; 

• Its recoverable amount (if determinable); and 

• the carrying amount that would have been determined (net of amortisation or depreciation) had no impairment 
loss been recognised for the asset in prior periods. 

The amount of the reversal of the impairment loss that would otherwise have been allocated to the asset is allocated 
pro- rata to the- other assets of the unit. 

1.11 Impairment of non-cash-generating assets 

Cash-generating assets are those assets held by the municipality with the primary objective of generating a 
,^.i.^,■r^.-vOQro!:^aerQia| J 3 C -asset Isk dsptoyscUIri:;'a.m 3 rin, 0 j;;;Consistentwith:that. adopted- by..a -pEOfit-orientated'antity.^-aj^- 

it generates a commercial return. 

Non-cash-generating assets are assets other than cash-generating assets. 

Impairment is a loss in the future economic benefits or service potential of an asset, over and above the systematic 
recognition of the loss of the asset’s future economic benefits or service potential through depreciation (amortisation). 

Carrying amount is the amount at which an asset is recognised in the statement of financial position after deducting 
any accumulated depreciation and accumulated impairment losses thereon. 

A cash-generating unit Is the smallest identifiable group of assets held with the primary objective of generating a 
commercial return that generates cash inflows from continuing use that are largely independent of the cash inflows 
from other assets or groups of assets. 

Costs of disposal are incremental costs directly attributable to the disposal of an asset, excluding finance costs and 
income tax expense. 

Depreciation (Amortisation) is the systematic allocation of the depreciable amount of an asset over its useful life. 

Fair value less costs to sell is the amount obtainable from the sale of an asset In an arm’s length transaction between 
knowledgeable, willing parties, less the costs of disposal. 
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1.11 Impairment of non-cash-generating assets (continued) 

Recoverable service amount ts the higher of a non-cash-generating asset's fair value less costs to sell and its value in 
use. 

Useful life Is either: 

(a) the period of time over which an asset is expected to be used by the municipality; or 

(b) the number of production or similar units expected to be obtained from the asset by the municipality. 

Criteria developed by the municipality to distinguish non-cash-generating assets from cash-generating assets are as 
. follow: [Specify criteria] v : 

Identification 

The municipality assesses at each reporting date whether there Is any indication that a non-cash-generating asset 
may be impaired. If any such indication exists, the municipality estimates the recoverable service amount of the 


Irrespective of whether there is any indication of impairment, the . entity also test a non-cash-gen eratlng intangible 
asset with an indefinite useful life or a non-cash-generating intangible asset not yet available for use for impairment 
annually by comparing its carrying amount with its recoverable service amount This impairment test is performed at 
the same time every year. If an intangible asset was initially recognised during the current reporting period, that 
intangible asset was tested for impairment before the end of the current reporting period. 

If it is not possible to estimate the recoverable service amount of the individual asset, the recoverable service amount 
of the non-cash generating unit to which the asset belongs is determined. The recoverable service amount of a non- 
cash generating asset is the higher of its fair value less costs to sell and its value in use. The value in use for a non- 
cash generating asset is the present value of the asset's remaining service potential. 

Recognition and measurement 

If the recoverable service amount of a non-cash-generating asset is less than its carrying amount, the carrying 
amount of the asset is reduced to its recoverable service amount. This reduction is an impairment loss. 

An impairment loss is recognised immediately in surplus or deficit. 

When the amount estimated for an impairment loss is greater than the carrying amount of the non-cash-generating 
asset to which it relates, the municipality recognises a liability only to the extent that is a requirement in the 
Standards of GRAP. 

: AftePAthe'ireboghltibffiy^faanAj'rnpairm'ent-'lqsSisthe, depreciation, (amortisation)-. chargeTor the n.Q 0 r-cash?geineratingmssets.«L 
is adjusted in future periods to allocate the non-cash-generating asset’s revised carrying amount, less its residual 
value (if any), on a systematic basis over Its remaining useful life. 

Reversal of an impairment loss 

The municipality assess at each reporting date whether there is any indication that an impairment loss recognised in 
prior periods for a non-cash-generating asset may no longer exist or may have decreased. If any such indication 
exists, the municipality estimates the recoverable service amount of that asset. 

An impairment loss- recognised -in -prior- periods-for-a non-cash-generating asset is -reversed- if-there has been a 

change in the estimates used to determine the asset’s recoverable service amount since the last impairment loss was 
recognised. The carrying amount of the asset is increased to its recoverable service amount. The increase is a 
reversal of an impairment loss. The increased carrying amount of an asset attributable to a reversal of an impairment 
loss does not exceed the carrying amount that would have been determined (net of depreciation or amortisation) had 
no impairment loss been recognised for the asset in prior periods. 

A reversal of an impairment loss for a non-cash-generating asset is recognised immediately in surplus or deficit. 



I 
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1.12 Share capital / contributed capital 

An equity instrument is any contract that evidences a residual Interest in the assets of an municipality after deducting 
all of its liabilities. 

Past-service costs are recognised immediately in income, unless the changes to the pension plan are conditional on 
the employees remaining in service for a specified period of time (the vesting period). In this case, the past-service 
costs are amortised on a straight-line basis over the vesting period. 

The liability recognised in the statement of financial position in respect of defined benefit pension plans is the present 
value of the defined benefit obligation at the end of the reporting period less the fair value of plan assets, together with 
adjustments for unrecognised past service costs. The defined benefit obligation is calculated annually by independent 
actuaries using the projected unit credit method. The present value of the defined benefit obligation Is determined by 
discounting the estimated future cash outflows using interest rates of high-quality corporate bonds that are denominated 
in the currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of the 
related pension liability. 

Actuarial gains or losses are accounted for using the corridor method. Actuarial gains and losses are eligible for 
recognition In the statement of financial performance to the extent that they exceed 10 per cent of the present value of the 
gross defined benefit obligations in the scheme at the end of the previous reporting period. Actuarial gains and losses 
exceeding 10 per cent are spread over the expected average remaining working lives of the employees participating in 
the scheme. 

Past-service costs are recognised immediately in income, unless the changes to the pension plan are conditional on the 
employees remaining in service for a specified period of time (the vesting period). In this case, the past-service costs are 
amortised on a straight-line basis over the vesting period. 

1.13 Employee benefits 
Short-term employee benefits 

Short-term employee benefits are employee benefits (other than termination benefits) that are due to be settled within 
twelve months after the end of the period in which the employees render the related service. 

• non-monetary benefits (for example, medical care, and free or subsidised goods or services such as housing, 
cars and cellphones) for current employees. 

Remuneration to employees is recognised in the statement of financial performance as the services are rendered, 
except for non-accumuiating benefits which are only recognised when the specific event occurs. 

The municipality has opted to treat its provision for leave pay as ap accrual. , i 

The costs of all short-term employee benefits such as leave pay, are recognised during the period in which the 
employee renders the related service. The liability for leave pay is based on the total accrued leave days at year end 
and is shown as a provision in the statement of financial position. The municipality recognises the expected cost of 
performance bonuses only when the municipality has a present legal or constructive obligation to make such 
payment and a reliable estimate can be made! 

The municipality provides retirement benefits for its employees and councillors, and has both defined benefit and 
defined contribution post empioyement plans. 
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1.13 Employee benefits (continued) 

Defined benefit pians 

Defined benefit plans are post-employment benefit plans other than defined contribution pians. 

Past-service costs are recognised immediately in income, unless the changes to the pension plan are conditionai on 
the employees remaining in service for a. specified period of time (the vesting period). In this case, the past-service 
costs are amortised on a straight-line basis over the vesting period. 

“ The business or part of a business concerned; 

• The principal Igcatioos affected;.,:: 

• The location, function, and approximate number of employees who will be compensated for terminating their 
services; 

• The expenditures that will be undertaken; and 

• When the plan will be implemented. 

1.14 Provisions and contingencies ^ 

Provisions are recognised when; 

• the municipality has a present obligation as a result of a past event; 

• it is probable that an outflow of resources embodying economic benefits or service potential will be required to 
settle the obligation; and 

• a reliable estimate can be made of the obligation. 


The discount rate that reflects current market assessments of the time value of money and the risks specific to the 
liability. 

Where some or all of the expenditure required to settle a provision is expected to be reimbursed by another party, the 
reimbursement is recognised when, and only when, it is virtually certain that reimbursement will be received if the 
municipality settles the obligation. The reimbursement is treated as a separate asset. The amount recognised for the 
reimbursement does not exceed the amount of the provision. 


Provisions are reviewed at each reporting date and adjusted to reflect the current best estimate. Provisions are 
reversed if it is no longer probable that an outflow of resources embodying economic benefits or service potential will 
be required, to settle the obligation. 


A financial guarantee contract is a contract that requires the issuer to make specified payments to reimburse the 
holder for a loss It incurs because a specified debtor fails to make payment when due in accordance with the original 
,or rnodified terms of a debt instrument. 


■^ttiS'^ifhcoWffitment is a firm-cdmrnltnient tO'provide credit'under-pre-specifiedtterrns and Goriditions-r’‘*'A;i 



The municipality recognises a provision for financial guarantees and loan commitments when it is probable that an 
outflow of resources embodying economic benefits and service potential will be required to settle the obligation and a 
reliable estimate of the obligation can be made. 


Determining whether an outflow of resources is probable in relation to financial guarantees requires judgement. 
Indications that an outflow of resources may be probable are; 

• financial difficulty of the debtor; 

• defaults or delinquencies in interest and capita! repayments by the debtor; 

• ■ -"breaches of the terms of the debt instrument that result in it being payable earlier than the agreed term and the 

ability of the debtor to settle its obligation on the amended terms; and 

• a decline in prevailing economic circumstances (e.g. high interest rates, inflation and unemployment) that 
impact on the ability of entities to repay their obligations. 

Where a fee is received by the municipality for issuing a financial guarantee and/or where a fee is charged on loan 
commitments, it is considered in determining the best estimate of the amount required to settle the obligation at 
reporting date. Where a fee is charged and the municipality considers that an outflow of economic resources is 
probable, an municipality recognises the obligation at the higher of; 

• the amount determined using in the Standard of GRAP on Provisions, Contingent Liabilities and Contingent 
Assets: and 
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1.14 Provisions and contingencies (continued) 

• the amount of the fee initially recognised less, where appropriate, cumulative amortisation recognised in 
accordance with the Standard of GRAP on Revenue from Exchange Transactions. 

Future events that may affect the amount required to settle an obligation are reflected in the amount of a provision 
where there Is sufficient objective evidence that they will occur. Gains from the expected disposal of assets are not 
taken into account in measuring a provision. Provisions are not recognised for future operating losses. The present 
under an onerous contract is recognised and measured as a provision. An onerous contract is a contract in which the 
unavoidable costs of meeting the obligations under the contract exceed the economic benefits expected to be 
received under it. The unavoidable costs under a contract reflect the least net cost of exiting from the contract, which 
is the lower of the cost of fulfilling it and any compensation or penalties arising from failure to fulfil it - this 
unavoidable cost resulting from the contract is the amount of the provision to be recognised. 

Provisions are reviewed at reporting date and the amount of a provision is the present value of the expenditure 
expected to be required to settle the obligation. When the effect of discounting is material, provisions are determined 
by discounting the expected future cash flows that reflect current market assessments of the time value of money. 
The impact of the. periodic unwinding of the discount Is recognised in the statement of financial performance as a 
finance cost as it occurs. 


Provisions for restructuring costs 

A provision for restructuring costs is recognised only when the following criteria over and above the recognition criteria of 
a provision have been met; 


(a) The municipality has a detailed formal plan for the restructuring identifying at least; 

• The business or part of a business concerned: 

• The principal locations affected; 

• The location, function, and approximate number of employees who will be compensated for terminating their 
services: 

• The expenditures that will be undertaken; and 

• When the plan will be Implemented. 

(b) The municipality has raised a valid expectation in those affected that it will carry out the restructuring by starting to 
implement that plan or announcing its main features to those affected by it. 

Prepaid water and electricity 

Revenue from the sale of water and electricity prepaid meter cards are recognised at the point of sale. 


Finance income 



Interest earned on investments is recognised in the statement of financial performance on the time-proportionate basis 
that takes into account the effective yield on the investment. 


Rentals received 

Revenue from the rental of facilities and equipment is recognised on a straight-line basis over the term of the lease 
agreement. 

Dividends 

Dividends are recognised on the date that the municipality becomes entitled to receive the dividend In accordance with 
the substance of the relevant agreement, where applicable. 


Tariff charges 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant service Is rendered 
by applying the relevant advertised tariff. This includes the issuing of licences and permits. 


Revenue from agency services 
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Revenue for agency services is recognised on a monthly basis once the revenue collected on behalf of agents has been 
quantified. The revenue recognised is in terms of the agency agreement. 

Sale of goods (including houses) 

Revenue from the sale of goods is recognised when all the following conditions have been met: 

• The municipality retains neither continuing managerial involvement to the degree usually associated with ownership 
nor effective control over the goods sold; 

• The amount of revenue can be measured reliably; 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the 

municipality; and v. 

• The costs incurred or to be Incurred in respect of the transaction can be measured reliably, 

1 .1 5 Revenue from exchange transactions 

Revenue is the gross inflow of economic benefits or service potential during the reporting peridd when those inflows 
result In anuncrease in net assets, other than increases relating to contributions from owners. , 

An exchange transaction is one in which the municipality receives assets or services, or has liabilities extinguished, 
and directly gives approximately equal value (primarily in the form of goods, services or use of assets) to the other 
party in exchange. 

Fair value is the amount for which an asset could be exchanged, or a liability settled, between knowledgeable, willing 
parties in an arm's length transaction. 

Service charges 

Service charges are levied in terms of approved tariffs. Service charges relating to electricity and water are based on 
consumption. Meters are read on a monthly basis and are recognised as revenue when invoiced. Provisional estimates 
of 

consumption, based on the consumption history, are made monthly when meter readings have not been performed. The 
provisional estimates of consumption are recognised as revenue when invoiced, except at year-end when estimates of 
consumption up to year-end are recorded as revenue without it being Invoiced. Adjustments to provisional estimates of 
consumption are made in the invoicing period in which meters have been read. These adjustments are recognised as 
revenue In the invoicing period. In respect of estimates of consumption between the last reading date and the reporting 
date, an accrual is made based on the average monthly consumption of consumers'. 

Service charges relating to refuse removal are recognised on a monthly basis in arrears by applying the approved tariff to 
each property that has improvements. Tariffs are determined per category of property usage, and are levied monthly . 
'" based omthe-mumber of refuse containers on each property, regardless of whether or not ali containers are emptied ' 

Service charges from sewerage and sanitation are based on the type of service and the number of sewer connections on 
all developed property and water consumption, using the tariffs approved by council, and are levied monthly. 

1.16 Revenue from non-exchange transactions 

Revenue comprises gross inflows of economic benefits or service potential received and receivable by an 
municipality, which represents an increase in net assets, other than increases relating to contributions from owners. 

Conditions on transferred- assets are stipulations that specify that-the -future economic, benefits or service potential - 

embodied in the asset is required to be consumed by the recipient as specified or future economic benefits or service 
potential must be returned to the transferor. 

Control of an asset arise when the municipality can use or otherwise benefit from the asset in pursuit of Its objectives 
and can exclude or otherwise regulate the access of others to that benefit. 

Exchange transactions are transactions in which one entity receives assets or services, or has liabilities extinguished, 
and directly gives approximately equal value (primarily in the form of cash, goods, services, or use of assets) to 
another entity in exchange. 
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1.16 Revenue from non-exchange transactions (continued) 

Fines are economic benefits or service potential received or receivable by entities, as determined by a court or other 
lav/ enforcement body, as a consequence of the breach of laws or regulations. 

Non-exchange transactions are transactions that are not exchange transactions. In a non-exchange transaction, an 
municipality either receives value from another municipality without directly giving approximately equal value in 
exchange, or gives value to another municipality without directly receiving approximately equal value in exchange. 

Non exchange transactions are transactions in which one entity receives assets or services, or has liabilities 
extinguished, without giving approximately equal value to another entity in exchange. 

Recognition 

An inflow of resources from a non-exchange transaction recognised as an asset is recognised as revenue, except to 
the extent that a liability is also recognised in respect of the same inflow. 

As the municipality satisfies a present obligation recognised as a liability in respect of an inflow of resources from a 
non-exchange transaction recognised as an asset, it reduces the carrying amount of the liability recognised and 
recognises an amount of revenue equal to that reduction. 

Rates and taxes 

Revenue from property rates is recognised when the legal entitlement to this revenue arises. Collection charges are 
recognised when such amounts are legally enforceable, Penalty interest on unpaid rates is recognised on a time- 
proportionate basis with reference to the principal amount receivable and effective interest rate applicable. A 
composite rating system charging different rate tariffs is employed. Rebates are granted to certain categories of 
ratepayers and are deducted from revenue. 


Fines 

Fines constitute both spot fines and summonses. Revenue from spot fines and summonses is recognised when 
payment is received, together with an estimate of spot fines and summonses that will be received based on past 
experience of amounts collected. 


Public contributions 


Revenue from public contributions is recognised when all conditions associated with the contribution have been met or 
where the contribution is to finance property, plant and equipment, when such items of property, plant and equipment are 
available for use. Where public contributions have been received and the municipality has not met the condition, aj 
rliabiiity^i^reboghi^di'-^-' 


Other donations and contributions 

Other donations and contributions are generally recognised to the extent that the related receipt or receivable qualifies for 
recognition as an asset and there is no llablUty to repay the amount. 

Revenue from recovery of unauthorised, Irregular, fruitless and wasteful expenditure 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on legislated 
procedures, including those set out in the Municipal Finance Management Act (Act No 56 of 2003) and is recognised 
when the recovery thereof from the responsible councillors or officials is virtually certain. Such revenue is based on 
legislated procedures. 

Measurement 

Revenue from a non-exchange transaction is measured at the amount of the increase in net assets recognised by the 
municipality. 
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1.17 Borrowing costs 

It is considered inappropriate to capitalise borrowing costs where the link between the funds borrowed and the capital 
asset acquired cannot be adequately established ~ the municipality expenses borrowing costs when it is Inappropriate 
to capitalise it. The municipality ceases the capitalisation of borrowing costs when substantially all the activities 
necessary to prepare the qualifying assets for its intended use have been completed. 

It is inappropriate to capitalise borrowing costs when, and only when, there is clear evidence that it is difficult to link 
the borrowing requirements of an entity directly to the nature of the expenditure to be funded i.e. capital or current. 

Borrowing costs are recognised.as an expense in the period in which they are incurred. 

1.18 Comparative figures 

Where necessary, comparative figures have been reclassified to conform to changes in presentation In the current 
year. 

1.19 Unauthorised expenditure 
Unauthorised expenditure means: 

• overspending of a vote or a main division within a vote; and 

• expenditure not in accordance with the purpose of a vote or, in the case of a main division, not in accordance 
with the purpose of the main division. 

All expenditure relating to unauthorised expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature 
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 
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1.20 Fruitless and wasteful expenditure 

Fruitless expenditure means expenditure which was made in vain and would have been avoided had reasonable care 
been exercised. 

Ail expenditure relating to fruitless and wasteful expenditure is recognised as an expense in the statement of financial 
performance in the year that the expenditure was incurred. The expenditure is classified in accordance with the nature 
of the expense, and where recovered, it is subsequently accounted for as revenue in the statement of financial 
performance. 

1.21 Irregular expenditure 

irregular expenditure is expenditure that is contrary to the Municipal Finance Management Act (Act No.56 of 2003), 
the Municipal Systems Act (Act No.32 of 2000), and the Public Office Bearers Act (Act No. 20 of 1998) or is in 
contravention of the economic entity's supply chain management policy. Irregular expenditure excludes unauthorised 
expenditure, irregular expenditure is accounted for as expenditure in the Statement of Financial Performance and 
where recovered, it is subsequently accounted for as revenue in the Statement of financial Performance. ■ , ■■ 

1.22 Cash and cash equivalents 

Cash Includes cash on hand (including petty cash) and cash with banks. Cash equivalents are short-term highly liquid 
investments, readily convertible into known amounts of cash that are held with registered banking institutions with 
maturities of three months or less and are subject to an insignificant risk of change in value. For the purposes of the 
cash flow statement, cash and cash equivalents comprise cash on hand, highly liquid deposits and net of bank 
overdrafts. The Municipality categorises cash and cash equivalents as financial assets carried at amortised cost 

Bank overdrafts are recorded based on the facility utilised. Finance charges on bank overdraft are expensed as incurred. 
Amounts owing in respect of bank overdrafts are categorised as financial liabilities; other financial liabilities carried at 
amortised cost 

• Credit risk 

• Liquidity risk 

• Market risk 

1.23 Investments 

Where the carrying amount of an investment is greater than the estimated recoverable amount it is written down 
immediately to its recoverable amount and an impairment loss is charged to the statement of financial performance. 

Investments In securities 

»p%-a-.3.4ilnvestments -In securities are recognised on.a trade date..ba'sls‘and are^ initially measured. , , 

At subsequent reporting dates, debt securities that the municipality has the expressed intention and ability to hold to 
maturity (held-to-maturity debt securities) are measured at amortised cost, less any impairment losses recognised to 
reflect Irrecoverable amounts. The annual amortisation of any discount or premium on the acquisition of a held-to- 
maturity security is aggregated with over investment income receivable over the term of the Instrument so that the 
revenue recognised in each period represents a constant yield on the investment 

Investments other than held-to-maturity debt securities are classified as either held for trading or available-for-sale, 
and are measured at subsequent reporting dates at fair value, based on quoted market prices at the reporting date. 
Where securities are held for trading purposes, unrealised gains and losses are included- in net surplus/(deficlt) for 
the period. For available-for~sate investments, unrealised gains and losses are recognised directly in net assets, until 
the security is disposed of or is determined to be impaired, at which time the cumulative gain or loss previously 
recognised in net assets is included in the netsurplus/(deficit)for the period. 
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1.24 Budget information 

Muriicipafity are typically subject to budgetary limits in the form of appropriations or budget authorisations (or 
equivalent), which is given effect through authorising legislation, appropriation or similar. 

General purpose financiai reporting by municipality shall provide information on whether resources were obtained and 
used in accordance with the legally adopted budget. 

The audited annual financial statements and the budget are on the same basis of accounting therefore a comparison 
with the budgeted amounts for the reporting period have been included in the Statement of comparison of budoet and 
actual amounts. ^ 


1.25 Government grants and receipts 

Government grants and receipts are recognised as revenue when: 

• It is probable that the economic benefits or service potential associated with the transaction will flow to the 
municipality; 

• The amount of the revenue can be measured reliably; and 

• To the extent that there has been compliance with any restrictions associated with the grant. 

Revenue received from conditional grants, donations and funding are recognised as revenue to the extent that the 
municipality has complied with any of the criteria, conditions or obligations embodied in the agreement. To the extent 
that the criteria, conditions or obligations have not been met, a liability is recognised. 

Government grants that are receivable as compensation for expenses or losses already incurred or for the purpose of 
giving Immediate financial support to the municipality with no future related costs, are recognised in the statement of 
financial performance in the period in which they become receivable. 

Interest earned on investments is treated in accordance with grant conditions. If it is payable to the funder it is 
recorded as part of the creditor and if it is the municipality's interest, it is recognised as interest earned in the 
statement of financial performance. 

Revenue comprises of sales to customers and service rendered to customers. Turnover is stated at the invoice 
amount and is exclusive of value added taxation, 

1.26 Value added Tax (VAT) 

The municipality accounts for value added tax on the cash basis. The municipality is liable to account for VAT at the 
standard rate (14%) in terms of section 7(1 )(a) of the VAT Act in respect of the supply of goods or services except where 
' the supp liers are s pecificaHy ' leYo rated in te fhls of 'Section 1 1 , exem pt in fefms ' of Section 1 2 of th e VAY' Act or are ' 
?->».^r^scoped outTor VAT..purposesy -.i::;;;. 

The municipality accounts for VAT on a monthly basis. 

1 .27 Events after reporting date 

Events after the reporting date that are classified as adjusting events have been accounted for in the annual financial 
statements. The events after the reporting date that are classified as non-adjusting events after the reporting date have 
been disclosed in notes to the annual financiai statements. 

1.28 Commitments 


Comrnitments are not recognised in the statement of financial position as a liability or as expenditure in the statement of 
financial performance, but are included in the disclosure notes. A distinction is made between capital and current 
commitments. 

Commitments are disclosed for: 

• Approved and contracted commitments, where the expenditure has been approved and the contract has been 
awarded at the reporting date. 

• Approved but not yet contracted commitments, where the expenditure has been approved and the contract has yet 
to be awarded or is awaiting finalisation at the reporting date. 
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• Items are classified as commitments where the municipality commits itself tofuture transactions that will normally 
result in the outflow of resources, 

• Contracts that are entered into before the reporting date, but goods and services have not yet been received are 
disclosed in the disclosure notes to the financial statements. 

• Other commitments for contracts are be non-canceilabie or only cancellable at significant cost contracts should 
relate to something other than the business of the municipality. 

1.29 Change on accounting policies estimates and errors 

Changes in accounting policies that are affected by management have been applied retrospectively in accordance with 
GRAP 3 requirements, except to the extent that it is impracticable to determine the period-specific effects or the 
cumulative effect of the change in policy. In such cases the municipality restated the opening balances of assets, 
liabilities and net assets for the earliest period for which retrospective restatement is practicable. 

Changes in accounting estimates are applied prospectively in accordance with GRAP 3 requirements. Details of changes 
in estimates are disclosed in the notes to the annual financial statements where applicable. 

Correction of errors is applied retrospectively in the period iR^which the error has occurred In accordance with GRAP 3 
requirements, except to the extent that it is impracticable to determine the period-specific effects or the cumulative effect 
of the error. In such cases the municipality shall restate the opening balances of assets, liabilities and net assets for the 
earliest period for which retrospective restatement is practicable. 

The municipality identified and disclosed the impact of GRAP standards that have been issued but are not yet effective in 
accordance with the requirements of GRAP 3. 

1.30 Related parties 

Individuals as well as their close family members, and/or entities are related parties If one party has the ability, directly or 
indirectly, to control or jointly control the other party or exercise significant influence over the other party in making 
financial and/or operating decisions. Key management personnel is defined as the Municipal Manager, Chief Financial 
Officer and all other managers reporting directly to the Municipal Manager or as designated by the Municipal Manager. 

The municipality operates in an economic sector currently dominated by entities directly or indirectly owned by the South 
African Government As a consequence of the constitutional independence of the three spheres of government In South 
Africa, only entities within the local sphere of government are considered to be related parties. 

Key management is defined as being individuals with the authority and responsibility for planning, directing and 
controlling the activities of the municipality, including those charged with the governance of the entity in accordance with 
legislation, in instances where they are required to perform such functions. The municipality regards all individuals at 
senior management as key management per the definition of the financial reporting standard, 

Tti eifi be'rs "Cfvlh© ■•fahriiiy of key ^rh■anagemehf /persohriei -are- considered ■•to'-be'thosejfamilyim embers who Ymay be 
expected to influence, or be influenced by. that management in their dealings with the municipality. 

Only transactions with related parties not at arm’s length or not in the ordinary course of business are disclosed 
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Figures in Rand 

2. New standards and interpretations 


2014 2013 


2.1 Standards and interpretations effective and adopted in the current year 

in the current year, the municipality has adopted the following standards and interpretations that are effective for the 
current financial year and that are relevant to its operations: 

GRAP 25: Employee benefits 

The objective of GRAP25 is to prescribe the accounting and disclosufefof employee benefits. The Standard requires 
an municipality to recognise: 

• a liability when an employee has provided service in exchange for employee benefits to be paid in the future* 
and - 

an expense when an municipality consumes the economic benefits or service potential arising from service 
provided by an employee in exchange for egjployee benefits. 

GRAP25 must be applied by an employer in accounting for all employee benefits, except share based payment 
transactions. ^ 


GRAP25 defines, amongst others, the following: 

Employee benefits as all forms of consideration given by an municipality in exchange for service rendered by 
employees; 

• Defined contribution plans as post-employment benefit plans under which an municipality pays fixed 
contributions into a separate entity (a fund) and will have no legal or constructive obiigation to pay further 
contributions if the fund does not hold sufficient assets to pay all employee benefits relating to employee service 
in the current and prior periods; 

• Defined benefit plans as post-employment benefit plans other than defined contribution plans; 

• Multi-employer plans as defined contribution plans (other than state plans and compoke social security 
programmes) or defined benefit plans (other than state plans) that: 

pool the assets contributed by various entities that are not under common control; and 
use those assets to provide benefits to employees of more than one entity, on the basis that contribution 
and benefit levels are determined without regard to the identity of the municipality that employs the employees 
concerned: r / 

• ■ Other long-term emiployee benefits as employee benefits (other than post-employment beriMs and termination 

benefits) that is not due to be settled within twelve months after the end of the period in which the employees 
render the related service; 

Post-employment benefits as employee benefits (other than termination benefits) which are payable after the 
completion of employment: • ■■ " 




Pl:^ 5 .?Ai§,,fefQ?ij 30 £-,stafQrQi|l,J)'l^ 9 ngements an rnuriicipality provides post 

employment benefits for one or more ernployees; ....... .y ...r. • 

Short-term employee benefits as employee benefits (other than termination benefits) that are due to be settled 
within twelve months after the end of the period In which the employees render the related service; 

State plans as plans other than composite social security programmes established by legislation which operate 
as if they are multi-employer plans for all entities in economic categories laid down in legislation; 

Termination benefits as employee benefits payable as a result of either: ' 

an entity s decision to terminate an employee's employment before the normal retirement date; or 
an employee's decision to accept voluntary redundancy in exchange for those benefits; 

Vested employee benefits as employee benefits that are not conditional on future employment. 


The standard states the recognition, measurement and disclosure requirements of: 
“ Short-term employee benefits; 

Ail short-term employee benefits; 

Short-term compensated absences; 

Bonus, incentive and performance related payments; 

® Post-employment benefits: Defined contribution plans; 

• Other long-term employee benefits; 

* Termination benefits. 
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2. New standards and interpretations (continued) 


The standard states Post-employment benefits: Distinction between defined contribution plans and defined benefit 
plans: 

• Multi-employer plans; 

‘ Defined benefit plans where the participating entities are under common control; 

• State plans; 

• Composite social security programmes; 

• Insured benefits. 


The standard states, for Post-employment benefits: Defined benefit plans, the following requirements: 

• Recognition and measurement; 

• ^^. Presentation; 

• '■ Disclosure; ' '■ 

• Accounting for the constructive obligation; 

• Statement of financial position; 

• Asset recognition ceiling; 

• Asset recognition ceiling: When a minimum funding requirement may give rise to a liability; 

• Statement of financial performance. 


The standard prescribes recognition and measurement for: 

» Present value of defined benefit obligations and current service cost: 

- Actuarial valuation method; 

Attributing benefits to periods of service; 

Actuarial assumptions; 

Actuarial assumptions: Discount rate; 

Actuarial assumptions: Salaries, benefits and medical costs; 

Actuarial gains and losses; 

Past service cost. 

• Plan assets: 

Fair value of plan assets; 

Reimbursements; 

Return on plan assets. 

The standard also deals with Entity combinations and Curtailments and settlements. 


.,,Tt 3 is,;,Staridard .has.Jbeen approved by the _Bqard,,i?ut,]ts efe^jve, datp has^.n^^ the Minister of 

"Fifiahce. The effcbi:ive‘ddte indicated is a proviiiohalWfe ■Sh'd'cb‘'did’"ch'angb"d^ 6f the ji^’infstei’ 


of Finance. 

The effective date of the standard is for years beginning on or after April 01 , 2013. 

The municipality has adopted the standard for the first time in the 2014 audited annua! financial statements. 

The adoption of this amendment has not had a material Impact on the results of the entity, but has resulted in more 
disclosure than would have previously provided in the annual financial statements. 

The impact of the standard Is not material. 

GRAP 1 (as revised 2012): Presentation of Financial Statements 

Paragraphs .108 and .109 were amended by the improvements to the Standards of GRAP issued previously: 

Amendments were made to the Statement of Financial Performance as well as the Statement of Changes in Net 
Assets. 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after April 01, 2013 
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2, New standards and interpretations (continued) 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 
The impact of the amendment is not material, 

GRAP 3 (as revised 2012): Accounting Policies, Change in Accounting Estimates and Errors 
Paragraphs .17 and .18 were amended by the improvements to the Standards of GRAP issued previously: 
Amendments were made to Changes in Accounting Policies. 

The effective date of the amendment is for years beginning on or after April 01 , 2013 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 
The impact of the amendment is not material. 

GRAP 9 (as revised 2012): Revenue from Exchange Transactions 

Paragraphs .1 1 and .13 were amended by the improvements to the Standards of GRAP issued previously: 
Amendments were made to the Scope and Definitions, 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after April 01 , 2013. 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 
The impact of the amendment is not material. 

GRAP 12 (as revised 2012): Inventories 

Paragraph .30 was amended by the improvements to the Standards of GRAP issued previously: 

Amendments were made to Measurement after recognition. 

All amendments, to.be applied retrospectively. ^ ^ \ 

The effective date of the amendment is for years beginning on or after April 01 , 201 3. 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 
The impact of the amendment is not material. 

GRAP 13 (as revised 2012): Leases 

Paragraphs .38 and .42 were amended by the improvements to the Standards of GRAP issued previously: 
Amendments were made to Disclosures, 

All amendments to be applied retrospectively. 

The effective date of the amendment is for years beginning on or after April 01 , 201 3, 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 
The impact of the amendment is not material. 
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2. New standards and interpretations (continued) 

GRAP 16 (as revised 2012): Investment Property 

Paragraphs .12, .15, .34, .76, .84 and .87 were amended by the improvements to the Standards of GRAP issued 
previously; 

Amendments were made to Definitions, Measurement at recognition, Disposals and Disclosure. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after April 01 , 2013. 

The municipality has adopted the amendment for the first time in the 2014 audited annual financial statements. 

The impact of the amendment Is not material. * ' ' ' ■ 

GRAP 17 (as revised 2012): Property, Plant and Equipment 

Paragraphs .44, .45. .72, .75, .79 and .85 were amended by the improvements to the Standards of GRAP issued 
previously: 

Amendments were made to Measurement after recognition, Derecognition and Disclosure. 

All amendments to be applied prospectively. 

The effective date of the amendment is for years beginning on or after April 01 , 201 3. 

The municipality has adopted the amendment for the first time in the 2014 audited annua! financial statements. 

The impact of the amendment is not material. 

GRAP 31 (as revised 2012): Intangible Assets (Replaces GRAP 102} 

Numerous paragraphs were amended by the improvements to the Standards of GRAP issued previously; 

Changes made comprise 3 areas that can be summarised as follows: 

» Consequential amendments arising from the alignment of the accounting treatment and text of GRAP 102 with 
that in IPSAS 31, , 

. *Tiie;?;.deleti'o«^'-or''guidance'-- art'd-" exam pies Interpretations'" issOes'- by--1het- lASB-- previously' -Induded-. in-"-.i 
GRAP102, 

» Changes to ensure consistency between the Standards, or to clarify existing principles. 

All amendments to be applied retrospectively, ™ 

The effective date of the amendment is for years beginning on or after April 01, 2013. 

The municipality has adopted the amendment for the first time in the 2014 audited annua! financial statements. 

The impact of the amendment is not material. 

IGRAP16: Intangible assets website costs 

An entity may incur internal expenditure on the development and operation of its own website for internal or external 
access. A website designed for external access may be used for various purposes such as to disseminate 
information, for example annul reports and budgets, create awareness of services, request comment on draft 
legislation, promote and advertise an entity's own services and products, for example the E-filing facility of SARS that 
enables taxpayers to complete their annual tax assessments, provide electronic services and list approved supplier 
details. A website designed for internal access may be used to store an entity’s information, for example policies and 
operating procedures, and details of users of a service, and other relevant information. 
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2. New standards and interpretations (continued) 

The stages of a website's development can be described as follows: 

• Planning “ includes undertaking feasibility studies, defining objectives and specifications, evaluating alternatives 
and selecting preferences. 

• Application and infrastructure development - includes obtaining a domain name, purchasing and developing 
hardware and operating software, installing developed applications and stress testing. 

• Graphical design development -includes designing the appearance of web pages. 

“ Content development ~ includes creating, purchasing, preparing and uploading information, either text or 
. graphic, on-the website- before the completion of the -website’s deve!opment~This information may-either be ■■ 

stored in separate databases that are integrated into (or accessed from) the website or coded directly into the 
web pages. 

^ Once development of a website has been completed, the operating stage begins. During this stage, an entity 
maintains and enhances the applications, infrastructure, graphical design and content of the website. 

When accounting for internal expenditure on the development and operation of an entity’s own website for internal or 
external access, the issues are: 

• whether the website is an internally generated intangible asset that is subject to the requirements of the 
Standard of GRAP on Intangible Assets; and 

• the appropriate accounting treatment of such expenditure. 

This Interpretation of Standards of GRAP does not apply to expenditure on purchasing, developing, and operating 
hardware (eg web servers, staging servers, production servers and internet connections) of a website. Such 
expenditure is accounted for under the Standard of GRAP on Property, Plant and Equipment. Additionally, when an 
entity incurs expenditure on an internet service provider hosting the entity’s website, the expenditure is recognised as 
an expense under the paragraph .93 in the Standard of GRAP on Presentation of Financial Statements and the 
Framework for the Preparation and Presentation of Financial Statements when the services are received. 

The Standard of GRAP on Intangible Assets does not apply to intangible assets held by an entity for saie in the 
ordinary course of operations (see the Standards of GRAP on Construction Contracts and Inventories) or leases that 
fall within the scope of the Standard of GRAP on Leases. Accordingly, this Interpretation of Standards of GRAP does 
not apply to expenditure on the development or operation of a website (or website software) for sale to another entity. 
When a website is leased under an operating lease, the .lessor applies this Interpretation of Standards of GRAP. 
When a website is leased under a finance lease, the lessee applies this Interpretation of Standards of GRAP after 
initial recognition of the leased asset. 

. . The effective, date of the aniendment Is for years beg inn ing on or after, April 0 1 , 20 1,3 . , . . . , . ■. ^ 

. hasadopted' the-am^ndmehttof theTirsTlinTel^^^^^^ audite’darinuaFfinancial' statemehtst 

The impact of the amendment is not material. 

2.2 Standards and Interpretations early adopted 

The municipality has chosen to early adopt the following standards and interpretations: 

GRAP 20: Related parties 

The objective of this standard is to ensure that a reporting entity's audited annual financial statements contain the 

disclosures necessary to draw attention to the possibility that its financial position and surplus or deficit may have 
been affected by the existence of related parties and by transactions and outstanding balances with such parties. 

An entity that prepares and presents financial statements under the accrual basis of accounting (in this standard 
referred to as the reporting entity) shall apply this standard in: 

• identifying related party relationships and transactions; 

• identifying outstanding balances, including commitments, between an entity and its related parties; 

• identifying the circumstances in which disclosure of the items in (a) and (b) Is required; and 
» determining the disclosures to be made about those items. 
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2. New standards and interpretations (continued) 


This standard requires disclosure of related party relationships, transactions and outstanding balances, including 
commitments, in the consolidated and separate financial statements of the reporting entity in accordance with the 
Standard of GRAP on Consolidated and Separate Financial Statements. This standard also applies to individual 
audited annual financial statements. 


Disclosure of related party transactions, outstanding balances, including commitments, and relationships with related 
parties may affect users’ assessments of the financial position and performance of the reporting entity and its ability 
to deliver agreed services, including assessments of the risks and opportunities facing the entity. This disclosure also 
ensures that the reporting entity is transparent about its dealings with related parties. 


The standard states that a related party Is a person or an entity with the ability to control or jointly control the other 
party, or exercise significant Influence over the other party, or vice versa, or an entity that Is subject to common 
control, or joint control. As a minimum, the following are regarded as related parties of the reporting entity: 

• A person or a close member of thaf person’s fathlly Is related to the reporting entity if that person: 

- has control or joint control over the reporting entity; 
has significant influence over the reporting entity; 

- is a member of the management of the entity or its controlling entity. 

* An entity is related to the reporting entity if any of the following conditions apply: 

the entity is a member of the same economic entity (which means that each controlling entity, controlled 
entity and fellow controlled entity is related to the others); 

one entity is an associate or joint venture of the other entity (or an associate or joint venture of a member 
of an economic entity of which the other entity is a member); 

both entities are joint ventures of the same third party; 

“ one entity is a joint venture of a third entity and the other entity is an associate of the third entity; 

- the entity is a post-employment benefit plan for the benefit of employees of either the entity or an entity 
related to the entity. If the reporting entity is itself such a plan, the sponsoring employers are related to the 
entity; 

the entity is controlled or jointly controlled by a person identified in (a); and 

a person identified in (a)(1) has significant influence over that entity or is a member of the management of 
that entity (or its controlling entity). 

The standard furthermore states that related party transaction is a transfer of resources, services or obligations 
between the reporting entity and a related party, regardless of whether a price is charged. 


The standard elaborates on the definitions and identification of: 

• Close member of the family of a person; 

• Management^ 

Related '^5arties:*"v - 

• Remuneration; and 

• Significant influence 


The standard sets out the requirements, inter alia, for the disclosure of: 

• Control; 

• Related party transactions; and 

• Remuneration of management 


The effective date of the standard is for years beginning on or after April 01, 2014. 

The municipality has early adopted the standard for the first time in the 2014 audited annual financial statements. 


The impact of the standard is not materiai. 


GRAP 18: Segment Reporting 


Segments are identified by the way in which information is reported to management, both for purposes of assessing 
performance and making decisions about how future resources will be allocated to the various activities undertaken 
by the municipality. The major classifications of activities identified in budget documentation will usually reflect the 
segments for which an entity reports information to management. 
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2. New standards and interpretations (continued) 

Segment information is either presented based . on service or geographical segments. Service segments relate to a 
distinguishable component of an entity that provides specific outputs or achieves particular operating objectives that 
are in line with the municipality’s overall mission. Geographical segments relate to specific outputs generated, or 
particular objectives achieved, by an entity within a particular region. 

This Standard has been approved by the Board but its effective date has not yet been determined by the Minister of 
Finance. The effective date Indicated is a provisional date and could change depending on the decision of the Minister 
. of Finance. ■ ^ , ■ 


Directive 2 - Transitional provisions for public entities, municipal entities and constitutional Institutions, states that no 
comparative segment information need to be presented on initial adoption of this Standard. 

Directive 3 - Transitional provisions for high capacity municipalities states that no comparative segment information 
need to be presented on initial” adoption of the Standard. Where items have no been recognised as a result of 
transitional provisions under the Standard of GRAP on Property, Plant and Equipment, recognition requirements of 
this Standard would not apply to such items until the transitional provision in that Standard expires. 

Directive 4 ~ Transitional provisions for medium and low capacity municipalities states that no comparative segment 
information need to be presented on initial adoption of the Standard. Where items have not been recognised as a 
result of transitional provisions un the Standard of GRAP on Property, Plant and Equipment and the Standard of 
GRAP on Agriculture, the recognition requirements of the Standard would not apply to such items until the 
transitional provision in that standard expires. 

The effective date of the standard is for years beginning on or after April 01 , 201 6. 

The municipality expects to adopt the standard for the first time in the 2017 audited annual financial statements. 

It is unlikely that the standard will have a material Impact on the municipality's audited annual financial statements. 
GRAP 105: Transfers of functions between entities under common control 


The objective.of this Standard Is ,tp establish accounting principles for the acquirer and transferor in a transfer of 
functions between entities under common control. It requires an acquirer and a transferor that prepares and presents 
financial statements under the accrual basis of accounting to apply this Standard to a transaction or event that meets 
the definition of a transfer of functions. It includes a diagram and requires that entities consider the diagram in 
determining whether this Standard should b 0 .,applied in accounting for a transaction .Qr.eyent that inypives a transfer 
of functiens or merger. . 

It furthermore covers Definitions, Identifying the acquirer and transferor, Determining the , transfer date, Assets 
acquired or transferred and liabilities assumed or relinquished, Accounting by the acquirer and transferor, Disclosure, 
Transitional provisions as well as the Effective date of the standard. 


The effective date of the standard is for years beginning on or after April 01 , 2014. 

The municipaiity expects to adopt the standard for the first time in the 2015 audited annua! financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's audited annual financial 

GRAP 106: Transfers of functions between entities not under common control 


The objective of this Standard is to establish accounting principles for the acquirer in a transfer of functions between 
entities not under common control. It requires an entity that prepares and presents financial statements under the 
accrual basis of accounting to apply this Standard to a transaction or other event that meets the definition of a 
transfer of functions. It includes a diagram and requires that entities consider the diagram in determining whether this 
Standard should be applied in accounting for a transaction or event that involves a transfer of functions or merger. 
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2 . New standards and interpretations (continued) 

It furthermore covers Definitions, Identifying a transfer of functions between entities not under common control. The 
acquisition method. Recognising and measuring the difference between the assets acquired and liabiiities assumed 
and the consideration transferred, Measurement period. Determining what is part of a transfer of functions, 
Subsequent measurement and accounting, Disdosure, Transitional provisions as weil as the Effective date of the 
standard. 

The effective date of the standard is for years beginning on or after April 01 , 2014. 

The municipality expects to adopt the standard for the first time in the 2015 audited annual financial statements. 

it is unlikely that the amendment will have a material impact on the municipality's audited annual financial 
statements. 

GRAP 107: Mergers " 

The objective of this Standard Is to establish accounting principles for the acquirer in a transfer of functions between 
entities not under common control. It requires an entity that prepares and presents financial statements under the 
accrual basis of accounting to apply this Standard to a transaction or other event that meets the definition of a 
transfer of functions. It includes a diagram and requires that entities consider the diagram in determining whether this 
Standard should be applied in accounting for a transaction or event that involves a transfer of functions or merger. 

it furthermore covers Definitions, Identifying a transfer of functions between entities not under common control, The 
acquisition method, Recognising and measuring the difference betv/een the assets acquired and liabilities assumed 
and the consideration transferred, Measurement period, Determining what is part of a transfer of functions, 
Subsequent measurement and accounting, Disclosure, Transitional provisions as well as the Effective date of the 
standard. 

The effective date of the standard is for years beginning on or after April 01 , 2014. 

The municipality expects to adopt the standard for the first time in the 201 5 audited annual financial statements. 

it is unlikely that the amendment will have a material impact on the municipality's audited annual financial 
statements. - 

IGRAP 11: Consolidation — Special purpose entities 

An entity may be created .tp, accomplish a narrow and well-defined objective (e.g. to effect a lease, research and 
V ’T - ■■■developrnenftactivities' or a securitisation bf ftnancial^^s§dtsX‘Sdch^ purpose entity •(■SPE'Jfnay take the fbrm 

of a corporation, trust, partnership or unincorporated entity. SPEs often are created with legal arrangements that 
impose strict and sometimes permanent limits on the decision-making powers of their management over the 
operations of the SPE. Frequently, these provisions specify that the policy guiding the ongoing activities of the SPE 
cannot be modified, other than perhaps by its creator or sponsor (ie they operate on so-called 'autopilot'). The 
sponsor (or entity on whose behalf the SPE was created) frequently transfers assets to the SPE, obtains the right to 
use assets held by the SPE or performs services for the SPE, while other parties (‘capital providers') may provide the 
funding to the SPE. An entity that engages in transactions with an SPE (frequently the creator or sponsor) may in 
substance control the SPE. A beneficial interest in an SPE may, for example, take the form of a debt instrument, an 
equity Instrument, a participation right, a residual interest or a lease. Some beneficial interests may simply provide 
the holder with a fixed or stated rate of return; while" others give the holder rights or'access to "other future economic 
benefits or service potential of the SPE’s activities. In most cases, the creator or sponsor (or the entity on whose 
behalf the SPE was created) retains a significant beneficial interest in the SPE's activities, even though it may own 
little or none of the SPE’s net assets. 

The Standard of GRAP on Consolidated and Separate Financial Statements requires the consolidation of entities that 
are controlled by the reporting entity. However, the Standard of GRAP does not provide explicit guidance on the 
consolidation of SPEs. The issue is under what circumstances an entity should consolidate an SPE. This 
interpretation of the Standards of GRAP does not apply to post-employment benefit plans or other long-term 
employee benefit plans to which the Standard of GRAP on Employee Benefits applies. 
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2. New standards and Interpretations (continued) 

A transfer of assets from an entity to an SPE may qualify as a sale by that entity. Even if the transfer does qualify as 
a sale, the provisions of the Standard of GRAP on Consolidated and Separate Financial Statements and this 
Interpretation of the Standards of GRAP may mean that the entity should consolidate the SPE. This Interpretation of 
the Standards of GRAP does not address the circumstances in which sale treatment should apply for the entity or the 
elimination of the consequences of such a sale upon consolidation. 

The effective date of this interpretation is dependent on/in conjunction with the effective date of GRAP105, 106 and 

The municipality expects to adopt the interpretation for the first time in the 2015 audited annual financial statements. 

it is unlikely that the interpretation wiii have a material impact on the municipality's audited annual financial 
statements. 

IGRAP 12: Jointly controlled entities - Non-monetary contributions by ventures 


Paragraph .54 in the Standard of GRAP on Interests in Joint Ventures refers to both contributions and sales between 
a venturer and a joint venture as follows: ‘When a venturer contributes or sells assets to a joint venture, recognition of 
any portion of a gain or loss from the transaction shall reflect the substance of the transaction’, (n addition, paragraph 
31 in the Standard of GRAP on Interests in Joint Ventures says that ‘a jointly controlled entity is a joint venture that 
involves the establishment of a corporation, partnership or other entity in which each venturer has an interest'. There 
is no explicit guidance on the recognition of gains and losses resulting from contributions of non-monetary assets to 
jointly controlled entities (‘JCEs’). 

Contributions to a JCE are transfers of assets by venturers in exchange for an interest in the net asset in the JCE. 
Such contributions may take various forms. Contributions may be made simultaneously by the venturers either upon 
establishing the JCE or subsequently. The consideration received by the venturer(s) in exchange for assets 
contributed to the JCE may also include cash or other consideration that does not depend on future cash flows of the 
JCE (‘additional consideration'). 


The issues are: 

• when the appropriate portion of gains or losses resulting from. a contribution of a non-monetary asset to a JCE 
in exchange for an interest in the net assets in the JCE should be recognised by the venturer in surplus or 
deficit; 

• how additional consideration should be accounted for by the venturer; and 
« how any unrealised gain or loss should be presented in. the consolidated 

fhls' Ihtei^'fetMbfi^Fth^^ df'G^P deais-'Ji/itlfthe’Veritflferi^^ accodritihg for nbn-rnQnetaTy'c6'ntrib® 

JCE in exchange for an interest in the net assets in the JCE that is accounted for using either the equity method or 
proportionate consolidation. 


The effective date of this interpretation is dependent on/in conjunction with the effective date of GRAP105, 106 and 
107. 


The municipality expects to adopt the interpretation for the first time in the 2015 audited annual financial statements. 

It Is unlikely that the interpretation will have a material impact on the municipality's audited annual financial 
statefneritsr - ' ■■••■y -- 

GRAP 6 (as revised 2010): Consolidated and Separate Financial Statements 

The definition of ‘minority interest' has been amended to ‘non-controiiing interest', and paragraph .60 was added by 
the improvements to the Standards of GRAP issued in November 2010, An entity shall apply these amendments 
prospectively for annual financial periods beginning on or after the effective date [in conjunction with the effective date 
to be determined by the Minister of Finance for GRAP 105, 106 and 107]. if an entity elects to apply these 
amendments earlier, it shall disclose this fact. 
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2. New standards and interpretations (continued) 

Paragraph .59 was amended by Improvements to the Standards of GRAP issued in November 2010. An entity shat! 
apply these amendments prospectively for annual financial periods beginning on or after the effective date [in 
conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 106 and 107] from the 
date at which it first applied the Standard of GRAP on Non-current Assets Held for Sale and Discontinued 
Operations. If an entity elects to apply these amendments earlier, it shall disclose this fact. 

The Standards of GRAP on Transfer of Functions Between Entities Under Common Control, Transfer of Functions 
Between Entities Not Under Common Control and Mergers amended paragraphs .03, .39. .47 -to ,50 and added 
paragraphs .51 to .58 and .61 to ,62. An entity shall apply these amendments when it applies the Standards of GRAP 
on Transfer of Functions Between Entities Under Common Control, Transfer of Functions Between Entities Not Under 
Common Control and Mergers. 

An entity shall apply this amendment for audited annual financial statements covering periods beginning on or after 
the effective date [in conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, - A 
106 and 107]. 

The municipality expects to adopt the amendment for the first time in the 2015 audited annual financial statements. 

It is unlikely that the amendment will have a material impact on the municipality's audited annual financial 
statements. 

GRAP 7 (as revised 2010): Investments in Associates 

Paragraphs .03 and .42 were amended by the Improvements to the Standards of GRAP issued in November 2010. 

An entity shall apply these amendments prospectively for annua! financial periods beginning on or after the effective . 
date [in conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 106 and 107]. 
if an entity elects to apply these amendments earlier, it shall disclose this fact. 

The Standards of GRAP on Transfer of Functions Between Entities Under Common Control, Transfer of Functions 
Between Entities Not Under Common Control and Mergers amended paragraphs .22, .28 and .38 and added 
paragraph .24. An entity shall apply these amendments and addition when it applies the Standards of GRAP on 
Transfer of Functions Between Entities Under Common Control, Transfer of Functions Between Entities Not Under 
Common Control and Mergers. 

An entity shall apply this amendment for audited annual financial statements covering periods beginning on or after 
the effective date [in conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 
106 and 107]. 

The municipality expects to adopt the amendment for the first time in the 2015 audited annual financial statements. 

It Is unlikely that the amendment will have a material impact on the municipality's audited annual financial 
statements. 

GRAP 8 (as revised 2010); Interests in Joint Ventures 

Paragraph .04 was amended by the Improvements to the Standards of GRAP issued in November 2010, An entity 
shall apply these amendments prospectively for annual financial periods beginning on or after the effective date [in 
cohjurictioh 'with the effective date to be determined by the Minister of Finance for GRAP 105, 106 and 107]. If an 
entity elects to apply these amendments earlier, it shall disclose this fact. 

The Standards of GRAP on Transfer of Functions Between Entities Under Common Control, Transfer of Functions. 
Between Entities Not Under Common Control and Mergers added paragraph .50 and amended paragraphs .51 and 
.52. An entity shall apply these amendments and addition when it applies the Standards of GRAP on Transfer of 
Functions Between Entities Under Common Control, Transfer of Functions Between Entities Not Under Common 
Control and Mergers. 

An entity shall apply this amendment for annual financial statements covering periods beginning on or after the 
effective date [in conjunction with the effective date to be determined by the Minister of Finance for GRAP 105, 106 
and 107]. 
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2. New standards and interpretations (continued) 

The municipality expects to adopt the amendment for the first time in the 2015 audited annual financial statements. 

It Is unlikely that the amendment will have a materia! impact on the municipality's audited annual financial 
statements. 

GRAP32: Service Concession Arrangements: Grantor 

The objective of this Standard is; to prescribe the accounting for service concession arrangements by the grantor, a 
public sector entity. 

It furthermore covers: Definitions, recognition and measurement of a service concession asset, recognition and 
measurement of liabilities, other liabilities, contingent liabilities, and contingent assets, other revenues, presentation 
and disclosure, transitional provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister set the effective date for the 
standard. -■ 

It is unlikely that the standard will have a material impact on the municipality's audited annual financial statements. 
GRAP1 08: Statutory Receivables 

The objective of this Standard is: to prescribe accounting requirements for the recognition, measurement, 
presentation and disclosure of statutory receivables. 

It furthermore covers; Definitions, recognition, derecognition, measurement, presentation and disclosure, transitional 
provisions, as well as the effective date. 

The effective date of the standard is not yet set by the Minister of Finance. 

The municipality expects to adopt the standard for the first time when the Minister set the effective date for the 
standard. 

It is unlikely that the standard will have a materia! impact on the municipality's audited annual financial statements. 
1GRAP17: Service Concession Arrangements where a Grantor Corifrols a Significant Residual Interest in an 

This interpretation of the Standards of GRAP provides guidance to the grantor where it has entered into a service 
concession arrangement, but only controls, through ownership, beneficial entitlement or otherwise, a significant 
residual interest in a service concession asset at the end of the arrangement, where the arrangement does not 
constitute a lease. This Interpretation of the Standards of GRAP shall not be applied by analogy to other types of 
transactions or arrangements. 

A service concession arrangement is a contractual arrangement between a grantor and an operator in which the 
operator uses the service concession asset to provide a mandated function on behalf of the grantor for a specified 

period of time.-The operator is-compensated for Its services over the period of the service concession arrangement, 

either through payments, or through receiving a right to earn revenue from third party users of the service concession 
asset, or the operator is given access to another revenue-generating asset of the grantor for its use. 

Before the grantor can recognise a service concession asset in accordance with the Standard of GRAP on Service 
Concession Arrangements: Grantor, both the criteria as noted in paragraph .01 of this Interpretation of the Standards 
of GRAP need to be met. In some service concession arrangements, the grantor only controls the residual interest in 
the service concession asset at the end of the arrangement, and can therefore not recognise the service concession 
asset in terms of the Standard of GRAP on Service Concession Arrangements: Grantor. 

A consensus is reached, in this Interpretation of the Standards of GRAP, on the recognition of the performance 
obligation and the right to receive a significant Interest in a service concession asset. 
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2, New standards and interpretations (continued) 

The effective date of the standard is not yet set by the Minister of Finance, 

The municipality expects to adopt the standard for the first time when the Minister set the effective date for the 
standard. 

It Is unlikely that the standard will have a material impact on the municipality's audited annual financial statements. 

The aggregate impact of the initial application of the statements and interpretations on the municipality's audited 
annua! financial statements is expected to be as follows; 

3. Property, plant and equipment 


.... 


VO 2014 



2013 



Cost / 

Accumulated 

Carrying 

Cost / 

Accumulated 

Carrying 


Valuation 

depreciation 

-and 

accumulated 

impairment 

value 

Valuation 

depreciation 

and 

accumulated 

impairment 

value 

Land 

2,052,890 

- 

2,052,890 

2,052,890 

- 

2,052,890 

Furniture and fixtures 

2,079,841 

(1,458,810) 

621,031 

1,983,831 

(1,102,324) 

881,507 

Motor vehicles 

10,280,570 

(5,819,191) 

4,461,379 

9,659,130 

(4,215,903) 

5,443,227 

Computer equipment 

2,116,484 

(1,196,983) 

919,501 

1,547,123 

(831,754) 

715,369 

Infrastructure assets 

939,945,076 

(57,996,645) 

881.948,431 

902,384,916 

(40,702,497) 

861,682,419 

Community 

134,282,871 

(19,834,495) 

114.448.376 

134,282,870 

(15,528,945) 

118,753,925 

Other property, plant and 
equipment 

2,686.757 

(1,459,074) 

1,227,683 

2,545,889 

(1,126,644) 

1,419,245 

Work in progress - 
Infrastructure 

153,374,702 

- 

153,374,702 

61,584,015 


B1 ,584,U1 5 

Total 

1,246,819,191 

(87,765,198) 1 ,1 59,053,993 1,1 1 6,040,664 

(63,508,067)1,052,532,597 
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Pledged as security 

' •if? • 

The municipality did not pledge any of its assets as seci-irity. 
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3. Property, plant and equipment (continued) 

All property, plant and equipment is being fully utilised by the municipality. There is therefore no idle property, plant 
and equipment. 

The carrying amount of property, plant and equipment does not materially differ to the fair value of the disclosed 
property, plant and equipment. 

A register containing the information required by section 63 of the Municipal Finance Management Act is available for 
inspection at the registered office of the municipality, 

4. Intangible assets 




2014 



2013 



Cost / 
Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying 

value 

Cost / 
Valuation 

Accumulated 

amortisation 

and 

accumulated 

impairment 

Carrying 

value 

Computer software 

367,226 

(53,219) 

314,007 


- 


Reconciliation of intangible assets -2014 





Computer software 



Opening 

balance 

Additions 

367,226 

Amortisation 

(53,219) 

Total 

314,007 


Pledged as security 

No restrictions apply to any of the intangible assets of the municipality. 

A register containing the information required by section 63 of the Municipal Finance Management Act is avaiiible for 
inspection at the registered office of the municipality. 

5. Inventories 


GbnSumaWes- ■ ^ 

Water 

•V 1,961,682 

305,017 ' 
6,631 


1,961,682 

1,311,648 

Inventory pledged as security 

No inventory was pledged as security 

Receivables from non-exchange transactions 



Employee costs in advance 

1,102,232 

5,386,201 

Unallocated receipts 

142,782 

5,986,386 


1,245,014 

11,372,587 

VAT receivable 

South African Revenue Service 


5,284,058 
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8. Receivables from exchange transactions 


Gross balances 


Rates 


18,539,037 

7,154,720 

Electricity 


4,315,525 

4,483,768 

Water 


10,982,477 

13,155,861 

Sewerage 


1,218,791 

321,902 

Refuse 


1,011,406 

395,415 

Seryice^debtors 


99,535,554 

102^904,769 



135,602,790 

128,416,435 

Less: Allowance for impairment 

Rates ■' 


(9,093,712) 

(7,165,007) 

Electdeity.,^,;.,, 


(2,778,126). 

(3.276,478) 

Water 


(10,321,310) 

(10,756,414) 

Sewerage 


(650,316) 

: (90,567) 

Refuse 


(798,445) 

(217,872) 

Service debtors 


(87,984,449) 

(87,783,876) 

(111,626,358) (109,290,214) 

Net balance 

Rates 


9,445,325 

(10,287) 

Electricity 


1,537,399 

1,207,290 

Water 


661,167 

2,399,447 

Sewerage 


568,475 

231,335 

Refuse 


212,961 

177,543 

Service debtors 


11,551,105 

15,120,893 



23,976,432 

19,126,221 

Included In above is receivables from non-exchange transactions (taxes 



and transfers) 




Rates 


9,445,325 

10,287 

Net balance 


9,445,325 

10,287 





Current (0 -30 days) 


551,668 

1,161,495 

31-60 days 


282,417 

557,297 

61-90 days 


269,216 

549,664 

91 - 120 days 


246,391 

542,433 

121 + days 


7,752,181 

4,343,831 

Less impairment 


343,452 

(7,165,007) 



9,445,325 

(10,287) 


Electricity 



Current (0 -30 days) 

549,255 

384,856 

31 -60 days 

269,282 

272,613 

61 -90 days 

297,704 

172,388 

91 -120 days 

367,859 

252,230 

121 + days 

53,299 

3,401,681 

Less impairment 

- 

(3.276.478) 


1,537,399 


1,207,290 
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other (specify) 
Current (0 -3Q days) 
31 - 60 days 
61 - 90 days 
91 - 120 days 
121+ days 


737,371 14,783,989 

751,885 4,948,489- • 

1,110,181 203,346 

5,485 3,992 

8,946,183 82,964,952 ''v 

07,783,875)V 

Tl,55i,l’0~^6,120,89i" 
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8. Receivables from exchange transactions (continued) 

Summary of debtors by customer classification 

Consumers/Other 
Current (0 -30 days) 

31 " 60 days 
61 - 90 days 
91 -120 days 

121+ days” - 

Less impairment 

Lsss: Allowance for impairment 


Industrial/ commercial 
Current (0 -30 days) 

31-60 days 
61 - 90 days 
91 - 120 days 
121 +days 
Less impairment 

Less: Allowance for impairment 


National and provincial government 
Current (0 -30 days) 

31-60 days 
61 - 90 days 
91 + days 
121 + days 
> 365 days 

:Lp,s,s: Ai|pw.ance for impairment-.'^'’^-:'' -- 


Total 

Current (0 -30 days) 
31 - 60 days 
61-90 days 
91-120 days 
121 + days 
Less impairment 


2014 2013 


3,782,152 

2,219,127 

2,228,137 

1,279,410 

118.570,099 

(60,037,883) 

68,041,042 

^68,041,042 


1,868 

765 

1,509 

1,419 

32,561 

(35,218) 

2,904 


3,784,118 

2,219,939 

2,229,694 

1,068,289 

118,602,666 


Less; Allowance for impairment 


Less: Provision for debt impairment 
Balance at beginning of the year 
Contributions to allowance 


127.904,706 

(103,928,274) 

23,976,432 


16,879,577 

5,362.561 

548,779 

415,167 

87.894.129 

(15,635,291) 

95,464,922 

(78,174,783) 

17,290,139 


1,928,381 

945,468 

1,043,582 

1,135,247 

10,995,188 

(1,774,143) 

” 14 , 2737 ^ 

(12.631,120) 

1, '642, 603 


1,025,488 

11,363 

11,568 

13,661 

206,274 

(895,387) 

~~372,967.' 

(lT9;4§9f 

^- 193 - 478 " 


19,833,447 

6,319,392 

1,603,929 

'1,564,075 

99,095.591 

(18,304,821) 

"iio;iii;6i3 ■' 
(90,985,392) 

19,126,22r 


(109,290,214) (56.089,223) 
(2,336,144) (53,200,991) 

(111,626,358^(109,290,214) 
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8. Receivables from exchange transactions (continued) 


2014 2013 


Reconciliation of allowance for impairment 
Balance at beginning of the year 

Contributions to allowance 



(109,290,214) 

(2,336,144) 

(56.089.223) 

(53,200,991) 

— (111,626,358) (109,290,214) 

Cash and cash equivalents 






Cash and cash equivalents consist of: 





Short-term deposits 
Bank-overdraft 




20,574,304 
■•(5. 870., 883) 

2,008,111 

(4,576.564) 





14,703,421 

(2,568,453) 

Current assets 

Current liabilities 




20,574,304 

(5,870,883) 

2,003,111 

(4.576.564) 





14,703,421 

(2,568,453) 

The municipality had the following bank accounts 




Account description / 

Bank statement balances 

Cash book balances 

June 30, 2014 June 30, 2013 June 30, 2012 June 30, 2014 June 30, 2013 June 30, 2012 

Primai'y Bank Account 

ABSA Bank Limited - 

1,651,603 

21,081 

770,160 

1.635,548 21.081 

11,292,171 

Current account - 
4054 38 5292 

Standard bank 

1 ,444,403 

- 

- 

(17,191.204) 

- 

Call investment Deposits 

ABSA Bank Limited - 



1,987,252 

- 

1,987,252 

32 Day Notice Deposit - 
90 9988 9345 






ABSA'Sank bi mited 

.-r 

,,,.,3,547:,,.^, 

. . 3,159 

■ : ‘.'-T - '. . : ' J)U47'. 

Gail Deposit - 
90 9268 8429 

ABSA Bank Limited - 


2,552 

2,276 

2,552 

2,276 

Call Deposit - 
91 5245 5805 

ABSA Bank Limited - 
Call Deposit - 

- 

1,000 

- 

1,000 

- 


92 7930 6228 

Standard Bank - 

- 

~ 

4,714 

- 

4,714 

Cali Deposit - - 
54 8529973 001 



3,194 


3,194 

First National Bank - 
Call Deposit - 
62 2471 177 09 

3.205 







Total 

3,099,211 

28,180 

2,770,755 

(15,555,656) 28,180 

13,292,766 
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10. other financial liabilities 




At amortised cost 

Development Bank of South Africa 


627,492 

2,647,662 

Loan number: 

Starting date: 

Redemption date: 

Capita! and Interest repayment frequency; 
Iritefist rate: 

101251/1 

01/07/2007 

30/06/2017 

6 Months 

1.000% (Fixed) ■ 



Development Bank of South Africa 


2,309,959 

1,514,969 

Loan number: 

.^.-.-Starting date; 

Redemption date: 

Capital and Interest repayment frequency: 
interest rate; 

101797/1 

01/07/2011 

30/06/2027 

6 Months 

8.848% (Fixed) 





2,937,451 

4,162,631 


Total other financial liabilities 


2,937,451 

4,162,631 

Non-current liabilities 

At amortised cost 


2,309,959 

3,535,993 

Current liabilities 

At amortised cost 


627,492 

626,638 


11. Unspent conditional grants and receipts 

in the current year the municipality does not have unspent conditional grants because all the allocated grants were 
fully utilized. 

See note 20 for recoricillation of grants frpnri , National, and Provincial Government. . 
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12. Provisions 

Reconciliation of provisions - 2014 


Opening Additions Total 
Balance 


Landfill site provision 

Long service award provision 


1,584,925 

611,334 

298,645 

81,633 

1,883,570 

692,967 



2,196,259 

380,278 

2,576,537 

Reconciliation of provisions - 2013 


Opening 

Additions 

Change in 

Total 


Balance 


...discoAJnt 


Landfill site provision 

1 ,243,676 

. 

factor 

341,249 

1,584,925 

Long service award provision 

519,274 

92,060 

- 

611,334 


1,762,950 

92,060 

341,249 

2,196,259 


Non-current liabilities 1,883,570 1,551,210 

Current liabilities 692,967 645,049 

2^576^537 2/19^259 


Environmental rehabilitation provision 

in terms of the licencing of the landfill refuse sites, the municipality will incur licensing and rehabilitation costs. A 
valuation was performed by independent experts and the related report Is available for inspection at the municipal 
main offices. 


Long service award provision 

Discount Rate: IAS 19 stipulates that the choice of this rate should be derived from high quality corporate bond yields. 
However, where the market in these bonds is not significant and as prescribed in GFiAP25, the market yields on 
government bonds consistent with the estimated term of the post-employment liabilities should be used. 

Consequently a discount rate of 7M°/o per ahhuffi has been used. This rate does not reflect any adjustment for 
taxation. This is derived by using a liability-weighted average of the yields corresponding to the average term until 
payment of long service awards, for each employee. The corresponding liability-weighted index-linked yield is 1.13%. 
These rates do not reflect any adjustment for taxation. 

13. Payables from exchange transactions 

Trade payables 
Debtors with credit balances 
Accrued interest 
Accruals 

Deposits received 
Other payables 
Sundry deposits 
Retention fees 
Accrued leave pay 
13th Cheque accrual 

44,594,014 90,855,498 


11,292,124 

27,948,577 

7,300,011 

7,884,247 

. 10,029 

11,520,700 

2,413,309 

7,538,660 

400 

400 

19,419,638 

33,913,840 

668,935 

668,935 

500,677 

190,314 

1,862,475 

483,903 

1,126,416 

705,922 
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14. VAT payable 



South African Revenue Service 

526,114 


15. Financial instruments disclosure 



Categories of financial instruments 



2014 



Financial assets 



Trade and other receivables from exchange transactions 

Other receivables from non-exchange transactions 

^ At amortised ^ 

cost 

23,976,432 

1,245,014 

Total 

23,976,432 

1,245,014 


25,221,446 

25,221,446 

Financial liabilities 

At amortised 

Total 

Trade and other payables from exchange transactions 

Bank overdraft 

Other financial liability 

cost 

44,594,018 

5,870,883 

3,536,392 

44,594,018 

5,870,883 

3,536,392 


54,001,293 

54,001,293 


16. Consumer deposits 


The fair value of consumer deposits appoximate their carrying value. Interest is not paid on these arnmounts. 
17. Revenue 


Government grants 5t subsidies 

Interest received (trading)’ 

I'rft^sfilbeived'-lf^dstitient- ■ ^ 

Property rates 

Public contributions and donations 

Rental of facilities and equipment 

Service charges 

Otherincome-{rQliup) 

.201,729,305 
.... ,.,,..3,726,728. 
^5g;686^^' 
3,370,642 
15,000 
99,655 
12,505,386 
1,007,351 

206,771,558 
.3,384,666 
rl 23:399" 
6,925,260 
668,745 
: 171,113 

17,231,914 
2,627,224 


222,713,753 

237,903,879 

The amount included in revenue arising from exchanges of goods or 

services'areas follows; 

Interest received (trading) 

Interest received - investment 

Rental of facilities and equipment 

Service charges 

Other income 

3,726,728 

259,686 

99,655 

12,605,386 

1,007,351 

3,384,666 

123,399 

171,113 

17,231,914 

2,627,224 


17,598,806 

23,538,316 
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17. Revenue (continued) 


The amount included in revenue arising from non-exchange transactions 
is as follows; 

Taxation revenue 


Property rates 

3,370,642 

6,925,260 

Transfer revenue 



License fees - motor vehicles 

201,729,305 

206,771,558 

Public contributions and donations 

15,000 

-668,745 


205,114,947 

214,365,563 


18. Property rates 


Rates received 



Agricultural 

31,677,671 

29,607,777 

Commercial 

186,949 

158,686 

Residential 

277,511 

370,689 

Less: Rebates 

(28,771,489) 

(23,211,892) 


(28,493,978) 

(22,841,203) 


3,370,642 

6,925,260 


Property rates are levied monthly on a fair market value on properties and are payable the 1st working day of each 
month. 

Rebates can be defined as any income that the Municipality is entitled by law to levy, but which has subsequently 
been forgone by way of rebate or remission. 

19. Service charges 


Sale of electricity 

4,914,111 

5,177,111 

Sale of water 

: 5,314,596 

10,261,715 

Solid waste 

837,861 

652,175 

Sewerage and sanitation charges 

1,438,818 

1,140,913 


12,505,386 

17,231,914 


20. Government grants and subsidies 


Operating grants 

Equitable share 

Finance Management Grant (FMG) 

Library Grant 

Municipal Systems Improvements Grant (MSIG) 

71 ,227,000 
1,550,000 

590.000 

890.000 

67,506,000 

1,500,000 

222,500 

800,000 


74,257,000 

70,028,500 

Capital grants 


- 

ACIP sanitation 

9.832.306 

6,097,793 

Expanded Public Works Program 

2,495,910 

5,705,335 

Housing grant 

- 

8,188,287 

Municipal Infrastructural Grant (MIG) 

55,253.000 

56,479,000 

Rural Household Infrastsructure Grant 

43.435,847 

58,397,643 

Water Operation and Subsidy Grant 

8,000.000 

1,875,000 

Government grant (capital) 6 

8,455,242 

- 


127,472,305 

136,743,058 


201,729,305 

206,771,558 


57 



Joe Morolong Local Municipality 

(Registration number NC 451) 

Audited Annua! Financial Statements for the year ended June 30, 2014 

Notes to the Audited Annual Financial Statements 

Figures in Rand 2014 2013 


20. Government grants and subsidies (continued) 

Equitable Share 

The Equitable Share is the unconditional share of the revenue raised nationally and is being allocated in terms of 
Section 214 of the Constitution (Act 1 08 of 1996) to the municipality by the National Treasury. 

Finance Management Grant (FMG) 

- ■ Curr^-year receipts— ^ - — — ■ ^ ■ - ^ - ^ - ^ ,550,000 1 .500,000^ 

Conditions met - transferred to revenue (1 ,550,000) (1 ,500,000) 


The Financial Management Grant is paid by National Treasury to Thunicrpallties to help implement the financial 
reforms required by the Municipal Finance Management Act (MFMA), 2003. The FMG Grant also pays for the cost of 
the Financial Management Internship Programme (e.g. salary costs of the Financial Management interns) 


Library Grant 


Current-year receipts 

Conditions met - transferred to revenue 


590,000 222,500 

(590,000) (222,500) 


The grant is received from the provincial Department of Sport, Arts and Culture to transform urban and rural 
community library infrastructure, facilities and services throguh a recapitalised programme at provincial level in 
support of local government and national initiatives. 


Municipal Systems Improvement Grant (MSiG) 


Current-year receipts 

Conditions met - transferred to revenue 

890,000 

(890,000) 

800,000 

(800,000) 



. 

was u^ed to assist in building capacity in the . district and local muhici 
' develdpitterital aystertf of local governhnent is fully i hi plemeinted/''- ^ • ■ " ' ■ 

ACiP Sanitation 

Current-year receipts 

Conditions met - transferred to revenue 

palities..to.eqsure that the new 

9,832,306 6,097,793 

(9.832,306) (6,097.793) 



- 

This grant is used for the improvement of the social welfare of the corhmuhity. 

Expanded Public Works Program 

Current-year receipts 

Conditions met - transferred to revenue 

2,495.910 

(2,495.910) 

5,705,335 

(5,705,335) 



- 


The grant is used for public works progrmmes focus on job creation through implementation of labour intensive 
projects.. 
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20. Government grants and subsidies (continued) 

Housing Grant 

Current-year receipts 

Conditions met - transferred to revenue 


8,188,287 

(8,188,287) 


This grant is utilised to provide funding for the creation of sustainable human settlements. 

Municipal Infrastructure Grant (MIG) 

Current-year receipts 
Conditions met - transferred to revenue 


55,253,000 

(55,253,000) 


56,479,000 

(56,479,000) 


MiG is a conditional grant that was established to address national priorities regarding municipal infrastructure that 
may not be realised through unconditional grants such as equitable share. Among other conditions no MIG funds 
may be spent outside the framework of the municipality's pre-existing Integrated Development Plan and its approved 
budget. 


Rural Household Infrastructure Grant 

Current-year receipts 

Conditions met - transferred to revenue 


43,435,847 58,397,643 

(43,435.847) (58,397,643) 


To provide specific capital funding for the reduction of rural sanitation backlogs and to target existing households 
where bulk-dependent services are not viable. 

Water Operation and Subsidy Grant - 



Current-year receipts 

Conditions met - transferred to revenue 



8,000,000 1,875,000 

(8,000.000) (1,875,000) 



The subsidy is utilised to subsideise, refurbish and restore the functionality of water seivices schemes previously 
owned and/or operated by the Department of Water Affairs or by other agencies on behalf of the department. 


Kumba Iron Ore SLP (Other grants) 


Current-year receipts 

Conditions met - transferred to revenue 


8,455,242 

(8,455,242) 


The purpose of the grant is to ensure that holders of mining or production rights contribute towards the socio 
economic development of the areas in which they operate. 

21. Public contributions and donations 

Public contributions and donations 
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22. Other revenue 


Other income - (rollup) 




1,007,351 

2,627.224 

Other income 






Admin charges 




. 

2,965 

Cemetery fees 




214 

329 

Connection fees 




19,667 

37,949 

"Grading fees 





23.254 

Insurance claims received 





609,298 

Miscellaneous income 




132,222 

1,901,449 

Skills development claims income 




25,501 

- 

Profit on disposal of assets 



V.. - • 

663,018 

. 

Other water charges 




59,561 


Photocopies 




9,076 

9,036 

Rental income 




252 

2,267 

Telephone cost reclaimed 




29,133 

(26,804) 

Tender documents 




68,707 

67,481 
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24. Genera! expenses 



Advertising 

492,959 

674,825 

Auditors remuneration 

4,790,785 

1,186,589 

Bank charges 

138,612 

79,144 

Capacity buildings 

57,901 

137,950 

Cemetries 

9,000 

- 

Chemicals 

- 

38,574 

Cleaning 

73,237 

56,376 

Community development and training 

2,691,580 

4.327,492 

Community participation 

578,638 

605,867 

Computer expenses 

- 

47,425 

Conferences and seminars 

6,390 

18,967 

Consulting and professional fees 

8,361,939 

13,123,874 

Departmental expenses 

3,278,574 

6,316,622 

Disaster assistance 

- 

■ 14,438 

Electricity consumption 

362,590 

- 

Entertainment 

436,927 

456,725 

Fuel and oil 

5,170,280 

3,192,732 

Horticulture 

47,800 

' 

Incorporation costs 

2,325 

- 

Indigent subsidies 

2,723,620 

3,269,644 

Insurance 

427,573 

- 

Magazines, books and periodicals 

319,546 

243,696 

Motor vehicle expenses 

693,542 

3,629,873 

Name branding 

55,223 

45,700 

Packaging 

- 

14,747 

Pest control 

39,500 

- 

Postage and courier 

12,747 

27,700 

Printing and stationery 

- 

340 

Pump operation cost 

1,360,400 

1,163,126 

Security 

968.695 

796,978 

Small, medium and micro enterprises support 

107,650 

98,032 

Stores and materials 

770,601 


Subscriptions and membership fees 

450,193 

551,890 

Telephone and fax 

3,281.021 

2,663,558 

Training 

(3,483) 

62,518 

Travel and subsistence 

2,962,443 

2,983.512 

.. UrtifoUTlS- • ... - 

. . : ■29,781- 

2,188 

Valuation roii expenses 

1,131,025 

^ ' -■ ■ 

Ward committee expenses 

1 ,309,372 

(11,260) 


43,138,991 

45,819,842 
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25. Employee related costs 





Basic 



20,712,615 

14,380,242 

Bonus 



1,678,566 

950,062 

Medlcai aid contributions 



2,170,227 

1 ,762,427 

Unemployment Insurance Fund 



206,598 

188,067 

Industrial Council Levy 



436,615 

■ 163,576 

Skills Development Levy 



672,951 

.215,295 

Leave pay provision charge 




(1,184,047) 

Post-employment benefits - Pension Fund Contributions 

... •. .. 

- 

- 3,498.073 -* 

- 2,466,260 

Overtime ^ = 



1,512,764 

1,056,140 

Long-service awards 



- 

92,060 

Transport allowance 



5,108,344 

3,434,115 

Housing benefits and allowances 



519,226 

341,159 

Ceil phone allowances 



. 497v857 

607,648 

Non-Pensionable allowances 



10,936 

17,061 




37,024,772 

24,490,065 

Remuneration of Municipal Manager 





Remuneration 



573,210 

462,808 

Cell phone allowance 



13,800 


Subsistance allowance 




27,000 

Transport allowance 



385,541 

334,500 

Other 



141,600 

71,247 




1,114,151 

895,555 


Mr T.M, Bloom was appointed as municipal manager on 2 February 2012, he was still the active municipal manager 
on year end.. 


Remuneration of Chief Finance Officer 

Remuneration 

Transport allowance 

Other 

Cell phone allowance 

Backps^ ;V ' ' A J... ; ' 




471,970 

215,910 

65,000 

13,800 

385.000 

180.000 
60,000 
11,000 
31.843' 


■ 



766,680 ■ 

667,843 


Mrs. B.D..Motlhaping was appointed as chief financial officer on 1 June 2012, she was still the active chief financial 
officer on year end. 


62 



Joe IVlorolong Local Municipality 

(Registratioa number NC 451) 

Audited Annual Financial Statements for the year ended June 30, 2014 

Notes to the Audited Annua! Financial Statements 


Figures in Rand 


2014 


2013 


25. Employee related costs (continued) 

Remuneration of the Corporate services manager 

Remuneration 
Housing subsidy 
Transport allowance 
Contributions to Pension Fund 
Cell phone allowance 
Other 


479.506 

358,415 

- 

3,733 

269,214 

212,194 

- 

1,417 

21,427 

- 

23.422 

19,880 


793,569 


595,639 


Remuneration of the Community service manager 


■427,283 

218.086 

1,417 


646,786 


343,297 

5,600 

202,115 

6,301 

12,750 


570,063 


Remuneration 
Housing subsidy 
Transport allowance 
Back pay 
Other 



63 


Joe Marolong Local Municipality 

(Registration number NC 451) ' 

Audited Annual Financial Statements for the year ended June 30, 2014 

Notes to the Audited Annual Financial Statements 


Figures in Rand 

2014 

2013 

25. 

Employee related costs (continued) 

Remuneration of the Technical services manager 




Annual Remuneration 

Housing subsidy 

T ranspdrt allowance 

Other 

Cell phone allowance 

394,883 

208,991 

150,196 

11,600 

110,833 

28,833 

56.333 

12.333 
2,000 



765,670 

210,332 


Remuneration of the Local Economic Development and Planning manager 




Annual Remuneration ^ 

Housing subsidy 

Transport allowance 

Other 

Cell phone allowance 

Backpay 

553,342 

224,000 

22,400 

330,665- 

5,600 

189,960 

11,332 

1.417 

5,801 



799,472 

544,775 

26. 

Remuneration of councillors 




Mayor 

■Speaker 

Councillors 

640,624 

514,146 

6,348,990 

532,085 

501,324 

5,684,776 



7,503,760 

6,718,185 


In-kind benefits 




The Executive Mayor has use of a Council owned vehicle for official duties. 




The Mayor has a full-time secretary and driver at the expense of the municipality. 



27. 

Debt impairment 






-32|577,505-' 

28. 

Interest received 




Interest revenue 

Current accounts 

259.686 

123,399 

29. 

Repairs and maintenance 




Repairs and maintenance - 

17.630,062" 

-■10,739.358" 

30. 

Depreciation and amortisation 




Property, plant and equipment 

Intangible assets 

24.303.652 

22,626 

20,506,873 



24,326,278 

20,506,873 
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31. Finance costs 



Current borrowings 

Other 



185,630 

46,463 

69,224 

26,420 





232,093 

95,644 

32. 

Auditors’ remuneration 






Fees 



4,790,785 

1,186,589 

33. 

Rental of facilities and equipment 






Premises 

Premises 



17,285 

3,937 


Facilities and equipment 

Rental of facilities 



82,370 

167,176 





99,655 

171,113 

34. 

Contracted services 






Specialist Services 



168,200 

82,111 

35. 

Grants and subsidies paid 






Grants and subsidies paid 



13.704,816 

115,727,061 

36. 

Bulk purchases 






Electricity 

Water 



7,002,272 

4,015,678 

2,193,742 

6,732,721 





11,017,950 

8,926,463 


'B ii I k'-purchases^^^^ cost of commodities’ not' generated by the municipality, which’ the municipality- distributes in- • 

the municipal area for resale to the consumers. Electricity is purchased from Eskom whilst water is purchased from 
Rand Water. 


37. Cash generated from operations 

Surplus (deficit) 

Adjustments for: 

Depreciation and amortisation 
Debt* impairment 
Movements In provisions 
Other non-cash items - 
Changes in working capital; 
inventories 

Receivables from non-exchange transactions 
Consumer debtors 

Payables from exchange transactions 
VAT 

Unspent conditional grants and receipts 


65,045,988 

(32,207,223) 

24,326,278 

20,506,873 

2,336, '145 

32,577.505 

380,278 

433,309 

(15.380,230) 

30,241,995 

(650,034) 

809,825 

10,127,573 

(789,624) 

(7,186,356) 

(31,854,760) 

(46,261.475) 

(6,773,192) 

5,810,171 

8,314,514 

- 

(17,062,677) 

38,548,338 

4,196,545 
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38. Commitments 

Authorised capital expenditure 

Already contracted for but not provided for 
* Property, plant and equipment 


57,058,000 26,658,826 


bank facilities, retained surpluses, 

nghls issue of shares, issue of debentures, mortgage facilities, existing cash resources, funds internally generated, 
39. Contingencies 

are disdose^d"'^' ''“9®"°" 9'®™=' Therefore no contingent liabilities or assets 
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40. Related parties 
Relationships 

Members of key management and their close family members: 

TM Bloom 

BD Motlhaping 

T J Gopetse 

KV Phiri 

KJ Mabudi 

TS TIhaole 

Councillors and their close family members; 


Ward Councillors: 
Cllr. N. Mokweni 
Cilr. 0. Kaotsane 
Cllr. S.Ortel 
Cllr. K. Shaping 
Cllr. S. Matshidiso 
Cllr. G. Sephekoio 
Cllr. K.Modlse 
Cllr. E. Molawa 
Cllr.G.Moriri 
Cllr. D.Kubang 
Cllr. P. Segaetsho 
Cllr. S. Moagi 
Cllr. H. Kgopodithata 
Cilr. D. Josop 
Cllr.K.Teteme 


Party representatives: 
Cllr. J. Freedman 
Cllr. M.C. Tihelo 
ClIr.T.P. Tshipo 
Cllr. K. Ditshetelo 
Cllr. S. Segano 
Cllr. B. Matihomantsho 
Cllr. V. Jordan 
EXCO Members; 

Cllr. B,M. Mbolekwa 


Cllr. N. Seiebalo _ 
CIIr-K. Mosiapde ' 


Cllr. E.O. Leshope 


Other than the related disclosed above, the municipality does not have any other related parties. No transactions 
occurred with related parties during the reporting period other than those at arms length as consumers of municipal 
services. 


41. Accounting Officer’s emoluments 


Executive 


2014 


Mr. T.M. Bloom 


Emoluments Total 

1,114,151 1.114.151 


2013 


Mr. T.M. Bloom 


Emoluments 

895.554 


Total 

895,554 
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Figures in Rand” ~ 


42. Prior period errors 


[: 


Property, Plant and Equipment registers were re-compiied retrospectively. The' impact is that the previous assets 
were taken out of the accounting records and replaced with new values. 

All the prior year adjustments in the Statement of Financial Performance (except depreciations which is re-stated due 
to asset register being re-done) are corrections of re-ciassifications errors made in the previous year annual financial 


Statenjent of financial position 
Property, plant and equipment 
intangible assets 


8,720,899 

22,626 


Statement of Financial Performance 
Other income 
Property rates 

Government grants and subsidies 
Public contributions and donations 
Contracted services 
Depreciation and amortisations 
Personnel cost 
General expenses 
Grants and subsidies paid 
Repairs and maintenance 

43. Risk management 


447,758 

(138,876) 

(8,188,287) 

(668,745) 

82,111 

(5.662,411) 

'341,159 

(3,239,561) 

7,847,127 

3,167,951 


Capital risk management 

The capital structure of the municipality consist of the debt, cash and cash equivalent and equity as disciosed in the 
Statement of Financial Position. 

There are no externally imposed capital requirements 

There have been no changes to what the municipality manages as capital, the strategy for capital maintenance or 
externally imposed capital requirements from the previous year 

Liquidity risk 

ihe municipality's' risl<- to liquidity is a 're'sulf of the 'fund's M'i^bie to cover future 'c'6'mrnitmerits. The 'm 
manages liquidity risk through an ongoing review of future commitments and credit facilities. 

Interest rate risk 

As the nnunicipality has no significant interest - bearing assets, the municipality's income and operating cash flows 
are substantially independent of changes in market interest rate. 

The municipality's interest rate risk arises from long-term borrowings. Borrowings issued at variable rates expose the 

cash flqyy expose the municipality to a fair interest 

rate risk. Municipality is to maintain all of itss borrowings in a fixed rate instruments. 


Credit risk 


Credit risk consist mainly of cash deposit, cash equivalents, derivative financial instruments and trade debtors The 
municipality has only deposits cash with major banks with high quality credit standing and limits exposure to any one 
counter - party ^ y 


Trade receivables comprise a widespread customer base. The municipality does not perform an evaluation of the 
credit risk relating to its customers and therefore risk limits are not set. 
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44. Going concern 

The audited annual financial statements have been prepared on the basis of accounting policies applicable to a going 
concern. This basis presumes that funds will be available to finance future operations and that the realisation of 
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of 
business. 

45. Events after the reporting date 

The municipality is unaware of any events after the reporting date which required disclosure and or adjusting events. 

46. Unauthorised expenditure 


Opening balance 

Additions; Unauthorised Expenditure . ... . 

201,183,198 

42,241,107 

146,565,065 

54,618,133 

Total Unauthorised expenditure awaiting to be condoned by Council 

243,424,305 

201,183,198 

The above unauthorised expenditure is within the votes and is as a result of overspending on various votes on the 
budget, therefore the total approved expenditure is overspend. This is unauthorised expenditure was tabled to council 
in accordance with section 23 (6) of the Budget and Reporting Regulations. 

Fruitless and wasteful expenditure 



Opening balance 

Additions; Interest and penalties 

870,925 

82,577 

499,199 

371,726 

Total fruitless and watefui expenditure awaiting to be condoned by Council 

953,502 

870,925 

Irregular expenditure 



Opening balance 

Add; Deviations from SCM procedures 

79.433.930 

2,694,475 

76,739,455 

Total Irregular expenditure awaiting to be condoned by Council 

79,433,930 

79,433,930 

The Irregular expenditure listed above arouse as a result of various non - compliances to the Supply 

Regulation as well as non -■ compliance to the Supply Chain Policy of the municipality. Further explainations and 
descriptions are listed in the Deviation registers. The amount of R 1.1 ,029,000 was approved by Council for write-off 
in the currant financial year,' ■ ■ -v.. ■ .■ ■■■ ■ ■ 

Additional disclosure In terms of Municipal Finance Management Act 

Distribution losses ^ 

Audit fees 

Current year subscription / fee 

4.790,785 

1,186,489 


PAYE and UIF 

5.983,547 4,621,560 

(5.983,547) (4,923,796) 

302,236 


Closing balance 


Current year subscription / fee 
Amount paid - current year 
Amount paid - previous years 
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49. Additional disclosure in terms of Municipal Finance Management Act (continued) 
VAT 


VAT receivable 
VAT payable 


526.114 


5,284,058 


526,114 5,284,058 


VAT output payables and VAT input receivables are shown in note. 

Ail VAT returns have been submitted by the due date throughout the year. 

Councillors' arrear consumer accounts 

None of Joe Morolong Local MunicipaliVs Councillors have consumer accounts Tn arrears as at year end. 

50. Deviation from supply chain management regulations 

^2{1)(d){i) of Government gazette No. 27636 issued on 30 May 2005 states that a supply chain 
gement policy must provide for the procurement of goods and services by way of a competitive bidding process. 

gazette states that the accounting officer may dispense with the official procurement 

Lxt meetinn oTthP records the reasons for any deviations and reports them to the 

next meeting of the accounting officer and includes a note to the audited annual financial statements. 

51. Budget differences 

Material differences between budget and actual amounts 

^ “metres are Explanations for tho 


Service charges - The difference of R 2,3 million between budgeted and actual amounts was due to 

bSge? The actual interest is based on prime plus 1 % on outstanding accounts. This was not so on the 


Property rates - The difference of R 8m is due to rebates given to farmers in the municipal 


area. 


Government grants and subsidies - The difference of R 102m was due to the fact that some of the grants for instance the 

bereenTudgetandLTalfrnS'®-°'^''^®'®"''"^ 


f a®'-' ’^'1? of R 2ni is due to the fact that the municipality employed general workers in the technical 

department during the current year which was not in the budget. h y y uiiMtjrb m me lecnnicai 

Councillors - The difference of R 1,1m over the budget is because councillor remuneration budget is 
based on old upper limits while the gazzette is received in December which is the middle of the financial year. 

Depreciation - The excess of actual expenditure over the final budget of R 21m is due to the fact that the asset register 

completed after the finalisation of the main and adjustment budget. The depreciation 
figures were finalised close to year end and this infornhation was not available during budget process^ Additional text 
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51. Budget differences (continued) 

Debt impairment - The excess of R 2m over budget is because the debt impairment AFS figures are only finalised at year 
end while the budget information did not use the same basis for calcuation of provision. 

Repairs and maintenance, Contracted services, Grants and subsidies paid and General expenses - The difference of R 
15m for these items is mainly due to emergency expenses for instance most stand-pipes in vallages have been 
vandalised and excessive costs relating to addressing the issue was not budgeted for and resulted in high general 
expenses and repairs. Similar other instances occured which resulted in actual expenditure being In excess of the budget 
figueres. 

Inventories - Inventory levels at year end were higher than anticipated resulting in difference of R 600k. 

Cash and cash equivalents » Surplus cash was invested in short-term call accounts which was not budgeted for. This 
resulted in the difference of R 17rn..ove[ the budgeted cash investment levels. 

Property, plant and equipment - The asset register of the municipality was re-compiled and the process' completed close 
to the end of the financial year. The budget figures were based on the old asset register which resulted in the difference 
of R 102m over budget. 

Payables from exchange transactions - The budget figures for payables did not include all payablesbut only trade 
payables while the AFS includes all other payables like accruals etc. 

Provisions - The provisions budget was excessive and a provisional figure used in the budget. Key assumptions used to 
calculate provisions were finalised during compilation of annua! financial statements hence the large difference of R 8m 
between budget and actual amount. 

Bank Overdraft - The bank overdraft in the cash book of R 5m was not budgeted for as the municipality does not have 
overdraft facility with the bank. However, large payments were loaded onto the cash book at year end which had not yet 
gone through the bank at that date resulting in the overdraft of R 5m on the system. 

Other financial liabilities - The difference fo R 5m between budget and actual figures is that the municipality paid off the 
DBSA loan significantly faster than anticipated and the liability at year end is less than R3m compared to the budgeted R 
7,7m. 


Changes from the approved budget to the final budget 

The changes between, the approved .and final budget are a consequence of the .municipality preparing and presenting an j, | 

" '''adjustmerit'budgeT in’ accordant with the ” " ” 
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